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EXPLANATORY NOTES 


The designations employed and the presentation of the material in this publication 
do not imply the expression of any opinion whatsoever on the part of the secretariat of 
the United Nations concerning the legal status of any country or territory or of its author- 
ities, or concerning the delimitation of the frontiers of any country or territory. 


The following symbols Бауе been used throughout this Survey: 
. = not available or not pertinent; 
— = nil or negligible; 
* = estimate by the secretariat of the Economic Commission for Europe. 
In referring to combinations of years, the use of an oblique stroke—e.g. 1969/70 
signifies a twelve-month period (say from 1 July 1969 to 30 June 1970). The use of a 


hyphen—e.g. 1968-1970—normally signifies either an average of, or a total for, the full 
period of calendar years covered (including the end years indicated). 


Unless the contrary is stated, the standard unit of weight used throughout is the 
metric ton. The definition “billion”? used throughout is one thousand million. Minor 
discrepancies in totals and percentages are due to rounding. 


References in tables or charts to the OECD (Organisation for Economic Co-opera- 
tion and Development) refer to the west European members of that organization (i.e. 
excluding Canada, the United States and Japan) unless otherwise stated. 
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CHAPTER | 


RECENT ECONOMIC DEVELOPMENTS IN WESTERN EUROPE 


1, OUTPUT AND DEMAND—1970 AND 1971 


(i) 1970—an over-all view 


After the rapid expansion of 1969, 1970 was for western 
Europe as a whole a year of average growth of output 
volume and of somewhat more than average growth in the 
volume of foreign trade. It was also a year of stronger and 
more widespread inflationary pressures than at any time 
in the last 20 years—since the Korean war. The slowing 
down in output growth has followed, in its broad lines, 
the pattern of previous post-war cycles. But although 
earlier, general down-turns in growth rates (the last in 
1961) have generally been accompanied by cost inflation, 
a new dimension has been introduced by the size and 
universality of the increases in wages, costs and prices in 
1970. Efforts to check inflation have dominated economic 
debate and policy and seem likely to continue to do so; 
for this reason, an analysis of some aspects of the inflation, 
in its historical setting, is attempted in section 3 of this 
chapter. 


The latest upswing in output of the area as a whole began 
late in 1967 and culminated in a growth of aggregate na- 
tional products by 6 per cent in 1969. In 1970, the growth 
rate fell—so far as it can be estimated at present—to about 
4.7 per cent 1 which is about equal to the long-term (1953- 
1967) trend of 4.5 per cent. Industrial production, as is 
normal, fluctuated more violently; its growth rate rose to 
over 9 per cent in 1969, sinking to about 5 per cent in 1970 
(rather below the long-term average of 5.5 per cent). 


Nearly all the industrial countries showed some slowing 
down in output growth in 1970 (see table 1 for GNP and 
table 2 for industrial production). There are three excep- 
tions. In Austria and the Netherlands, an expected fall in 
growth of GNP did not happen (although in both coun- 
tries industrial output growth fell off quite sharply); Austria 
and the Netherlands (with Finland) are the industrial 
countries where both GNP and industrial production 
grew fastest in 1970. In the United Kingdom, GNP rose 
only 2 per cent, against 1 per cent in 1969 (and the increase 
in industrial production fell off). 


The weakening of the growth rate was greatest in the 
Federal Republic of Germany (from 8 per cent in 1969 
to under 5 per cent in 1970) and in France (from 8 to under 
6 per cent); in both countries, the growth of industrial 
production was halved. In Denmark and Norway, too, 


1 This was very close to the sum of the national forecasts for 
1970 reported in last year’s Survey (part Il). 


the slowdown was especially sharp (mainly because of 
changes in tax systems). 


Although the increases in output recorded in 1970 as a 
whole were about average, it is more significant that—so far 
as can be judged from the industrial production indices in 
table 2—the greater part of the expansion had already 
taken place by the early months of 1970. Since the first 
quarter of 1970, there has been very little expansion in 
industrial production in western Europe as a whole. This 
stagnation during most of the year affected, among the 
major countries, the Federal Republic of Germany, France 
and Italy; for the United Kingdom, there are signs that 
a modest expansion was resumed in the fourth quarter. 
Among most of the smaller industrial countries, by 
contrast, industrial output continued to increase during 
most of the year—strongly in Austria, Finland, the Nether- 
lands, Norway and Sweden, and weakly in Belgium; but 
activity slowed down after mid-year in Switzerland and 
probably in Denmark. 


Diverse specific reasons can be given for the slowing 
down of output growth in the course of 1970. In the 
Federal Republic of Germany the main reason appears 
to have been the pressure on industrial capacity after the 
rapid expansion of 1969; economic policies were to a 
certain extent restrictive, but not sufficiently so as to 
check growth. In France, export growth slowed down after 
its rapid expansion (an expansion partly due to the 1969 
devaluation). In Italy, not only strikes but also a depressed 
level of demand held output well below capacity. In the 
United Kingdom, policy remained extremely cautious in 
face of inflationary pressures—more so than was intended 
earlier.” 


For 1971, the authorities in nearly all the industrial 
countries expect expansion at a somewhat slower rate 
than that of 1970 (table 1). But even these expectations 
imply quite a sharp acceleration, especially in the larger 
countries, from the modest growth rates of the latter part 
of 1970. The forecasts are assessed on page 11 of this 
chapter. 

In 1970, taking the year as a whole, the continued, 
although generally slower, rise in consumption and the 
still well-maintained level of investment in machinery 


4 The budget of April 1970 was designed to result in a growth 
of GNP of about 3.5 per cent. 
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Output and demand 5 


and vehicles, were the main support for expansion to an 
even greater extent than in 1969. High rates of investment, 
lagging behind the’ slowing down of other sectors of 
demand, are a normal cyclical feature. Only in France 


was growth substantially more export-oriented. In most: 


other countries, export growth in volume slowed down 
sharply, in line with the weaker expansion, in volume, of 
world trade generally. 

The trade deficit of western Europe as a whole (in f.0.b.- 
c.i.f. terms) increased substantially—or by about $3 billion 
(see table 8)—largely the counterpart of the increase in 
the North American trade surplus. France was the only 
country to show a big improvement in its trade balance in 
1970; in Belgium-Luxembourg, the Federal Republic of 
Germany, Ireland, Spain, Sweden and the United King- 
dom there was little change but the other west European 
countries suffered a significant worsening. 


The situation in south European market economies and 
Yugoslavia is described on page 54. 


Growth rate of domestic demand? as percentage 


of the growth rate of GNP 
Е ee ee ee ee eee 
1969 1970 
ИЕ о оо ое css fee 2 94 101 
О а о на а 105 92 
Deninark meee tee mee ee cee ee 132 109 
Federal Republic of Germany ...... 110 133 
Pinland eee ee mo gt oe ee. es 110 134 
Брасс ee 108 Thi 
Teal yc tere Pr rena tee ht Bical Cr oe 117 147 
Ме театре 90 108 
Norway о ив. 127 183 
а И bccn ol eycne 105 117 
Switzerlandaes mean es ee a eee 102 144 
United Kinedommeme ene nee с 130 


Source; Аз for table 1. 


® Private and public consumption and investment, and change in stockbuilding 
at constant prices. 


> Excluding shipping and anticipatory buying dye to changes in tax system. 
© Domestic demand fell. 


(ii) Employment and productivity 


In most of the industrial countries, growth rates of real 
GNP in 1970 as a whole were within the range of about 
4.5 to 5.5 per cent, not far from the long-term trends. 
Rates of 6-7 per cent were reached in Austria, Finland and 
the Netherlands. Norway, with 3.5 per cent, and Ireland 
and the United Kingdom with 2 per cent or less, fell 
below the general range. 

Most branches of industry were affected by the slow- 
down in 1970. It was particularly severe in the steel 
industry, which is generally subject to strong cycles. Ina 
less extreme form, the textiles and clothing industries were 
similarly affected by the down-turn of the inventory cycle 
and also by smaller exports; in Austria, the Federal 
Republic of Germany, France, the Netherlands and 
Sweden, output in fact declined, and only in Finland and 
Ireland was there expansion of more than about 3 per 
cent. On the other hand, the metal-using industries con- 
tinued to expand vigorously in a number of countries, 
sustained by the strength of investment and demand for 
motor-cars. 

Although output growth was slower, employment in 
most countries increased at least as much in 1970 as the 
year before. This, again, is a usual feature: changes in 
employment normally lag behind the variations in output 
and productivity gains are consequently small when out- 
put growth slows down. Only in the United Kingdom, 
where there had been no expansion of output since 1968, 
was there a decline (about 1 per cent) in employment, and 
an increase in productivity growth. Elsewhere, total em- 
ployment increased by around 1 per cent and productiv- 
ity gains (except in Austria and the Netherlands) dimin- 
ished; the fall in productivity growth was most marked in 
the Federal Republic of Germany (also in Ireland where 
production was badly interrupted by strikes). | 

The labour supply was reinforced by migration. In the 
Federal Republic of Germany, the number of foreign 
workers rose by half a million in 1970 as in 1969. The net 
inflow of immigrants accelerated in Austria and Sweden 
and probably, also, in France but not in Switzerland. 


The expansion of manufacturing employment was 
nearly everywhere faster still—reaching 5 per cent in 
Finland and between 2 and 3 per cent in most industrial 
countries; increases were more modest in Austria, the 
Netherlands and Switzerland, and in the United Kingdom 
a reduction was reported. In table 3 the recent growth of 
manufacturing productivity is compared with that yielded 
by equations relating variations in productivity to those 
in output during 1954-1968.3 In eight of the 12 countries 
productivity increased less than the equation predicts, 
given the rate of output growth.* This may be in part а 
matter of cyclical phasing: just because of the lag in the 
response of employment, a given output growth tends to 
be associated with lower productivity increases when 
output is beginning to slow down. But another factor may 
have played a part in 1970: this is the quite general 
reduction in hours of work that began in 1969 and was 
intensified in 1970 (table 4). The fall in hours worked 
appears to have been more than a reaction to less intense 
pressure of demand: a reduction in the standard working 
week was a common feature of recent wage agreements. 
Thus the fall in the growth of output per man hour was 
generally less marked, but was still striking—especially 
in the Federai Republic of Germany where hourly produc- 
tivity increased in 1970 by only 3 рег cent.® On the other 
hand, three countries showed in 1970 somewhat greater 
increases in productivity than the equations predict: 
Austria and the Netherlands, where output expansion was 
still rather strong; and the United Kingdom where the 
small increase in output was accompanied by a significant 
fall in employment so that the productivity increase was 
relatively large. 


3 See Economic Survey of Europe in 1969, part II, page 97. The 
equations are derived from annual data for each country. 

4 The fall in productivity gains exceeded the equations’ standard 
error of estimate in Belgium, France, Ireland (strikes) and Norway. 

5 There are, however, some country differences in coverage, etc. 
between the sources used for tables 3 and 4 (see notes to table 3) 
so that the data cannot always be precisely compared. 
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TABLE 3 


Employment and output per person employed for the whole economy and in manufacturing 
(Annual percentage changes) 


ee 
Whole economy Manufacturing 


Output per person employed 
Е Ee eee 

Actual Estimated* 
oh Se eee EE) eee ee eee ee 


Country and period 
Output per Emadoveent 
Employment person employed Me and 


Austria 
О ко, nae, ee ern —1.3 5.1 —3.0 3.7 2.4 
1968 ние ОВО omer —1.1 4.8 —1.3 8.7 6.0 
Обо и nee 0.1 6.3 0.9 11.1 8.5 
1970 gee Е ee 0.5 6.2 1.0 7.0 6.4 
Belgium 
1967 eects ts sete Е с —0.5 3.8 —3.0 52 2.5 
1968 Fe cee к. —0.1 3.9 —1.5 1: ack 
об. 1.7 4.9 2.7 6.2 7.6 
1970 ee ce Pe oe 1.0 4.0 3.0 22 4.9 
Denmark 
Обоев а 1.4 2.5 2.5 
1968 oe at ee о Е —1.5 6.3 2.9 
о ео 3.8 6.6 5.9 
ОО eter ie аа 1.9 See 4.3 


196) 2 ae ea ee nS ce —2.9 21 —4.7 2.6 0.6 
об 0.2 6.8 1.0 9.6 6.9 
L969 aero а 1.8 6.2 4.5 6.9 7.4 
STO. eer Вы 1.4 3.5 3.0 2.4 4.4 
Finland 
HOGT inset nc В ВС ла —1.7 4.5 0.2 3.1 2.9 
О о о —2.0 4.9 0.2 4.9 3.6 
19695 AL ое 1.3 7.0 4.9 7.0 6.0 
1970 Fe ar eee ae Oe: 1.3 5.3 ee 3.6 4.9 
France 
Обр ее 0.3 4.5 —0.6 m2 4.4 
1968508 Pherae 8 CO ee —0.2 5.1 —1.7 6.3 4.4 
а ам 1.1 6.7 2.2 7.9 7.9 
И о ПИР. Е 1.2 4.5 2.1 3.8 5.3 
Ireland 
Обо РЕ —0.3 5.3 1.1 6.9 5.4 
Об oe AP. ek 0.2 6.3 2.0 8.3 6.6 
обо а mma, Soh ede 0.4 4.0 6.1 0.1 4.4 
1D (OF eat aah cg oe rede er 1.0 0.5 3.0 —0.5 2.5 
Пай 
бое а lee 5.5 3.6 6.1 7.3 
1968 ree te. te ack eres —0.2 6.1 1.0 7.8 6.7 
T969 hives co о ee —1.0 6.9 1.7 2.3 3.8 
ас ok one сок 0.4 4.9 2.7 5.2 6.2 
Netherlands 
L9G To eek oks as ot, Вбр a —0.3 6.1 —2.5 6.5 3.9 
1968 Aira cartes a ee ie oes ks 0.8 6.3 —0.2 9.5 7.0 
1969 PAS sith ea ee ace renee 1.4 3.6 1.7 8.7 a | 


АЙ 


TABLE 3 (continued) 


Е a a ee ee a aE 


Whole economy Manufacturing 
Country and period Output per Output per person employed 
Employment person employed Employment 
Actual Estimated* 
Norway 
Пе Pe, oe Me Ц 0.8 oil 0.5 3.1 3.0 
ECE Ro ae ae ey en В 0.3 3.4 —0.8 4.0 2.7 
ее By) Bae 0.7 3.5 0.8 5.5 S| 
ROTA eee Aine arty «ep ты 15 1.8 2.8 1.6 3.6 
Sweden 
LOG ei ais ce Ив 1D 3.9 —3.3 6.2 3.4 
ее И nit arc 1.3 2.8 —1.9 6.8 4.6 
А eke п А 1.0 4.7 0.7 OEE 6.6 
VALU Se ый = 1.6 2.8 2.4 57 6.6 
Switzerland 
аа В скл 01 1.7 —0.5 3.7 36 
UTA es, eee een 0.3 3.1 0.2 4.5 ss 
он лас вь ве LZ 4.5 0.6 9.6 ae 
LR UR ieee, seen. В НЫ 1.1 3.3 0.7 2.9 
United Kingdom 
TIC a Gee о рт О 3.2 —2.7 2.8 0.7 
оч В 4.7 —0.7 7.0 4.9 
о Re eae, бе, р 0.0 2.3 1.3 2.2 3.1 
О ие Е АО: 8 2.8 —0.9 Dee 1.6 


Sources; For output—United Nations, Yearbook of national accounts statistics; OECD, National accounts of OECD countries, and 
corresponding questionnaires. For employment—national statistics. 

Note.— Basic data for output of the whole economy refer to GDP at constant factor cost, where available. For manufacturing the 
yearly changes in output before 1970 are national accounts data, based on the contribution of manufacturing to GDP, also at constant 
factor cost, except for Austria, Ireland and the Netherlands, where the output data are based on the short-term index of manufacturing 
production. The preliminary output figures for 1970 used as a basis for this table are derived from such indices for all countries. 

The employment data cover all wage- and salary-earners employed and in many cases differ from employment data in table 4, which 
commonly exclude wage- and salary-earners in handicraft and small enterprises. For four countries, Finland, Italy, the Netherlands and 
Norway, national series for equivalent man-years have been used. 

® Based on linear equations given in the Economic Survey for Europe in 1969, part Il, р. 97. 
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Output and demand 


(iii) Investment 


Fixed investment continued to support the expansion 
of output in 1970. In most countries a slowing down is 
expected for 1971, in lagged response to the slower growth 
of output, but last year significantly slower growth than in 
1969' was confined to Denmark, France, Ireland (a mar- 
ginal decline) and Sweden. In Sweden, and the United 
Kingdom, there was indeed very little increase in invest- 
ment in 1970 (but in the United Kingdom in 1969 there 
had been an actual decline). In most industrial countries, 
total fixed investment grew by 6-8 per cent in 1970 (table 1), 
markedly increasing its share of GNP. The increase was 
still greater (over 10 per cent) in Austria, the Federal 
Republic of Germany and Finland (table 1). 


The expansion of investment in 1970, as in 1969, was 
mostly concentrated on machinery and transport equip- 
ment (at least in the few countries for which information is 
available). This reflects the steadiness of industrial invest- 
ment, which appears to have increased in most countries 
by 10-20 per cent (except in Ireland, Sweden and the 
United Kingdom). For construction, the picture is modi- 
fied—partly perhaps because of the greater incidence of 
cost inflation, but also because of the more powerful 
impact of government policy: credit restrictions, high 
interest rates and restriction of public investment, which 
have applied to a greater or less extent in most countries 
in 1970, have their major effect on construction. Thus in 


the Federal Republic the 15 per cent expansion of invest- 
ment in machinery and transport equipment was accom- 
panied by a rise of only 7 per cent in construction (although 
that was high compared with earlier years). In Sweden 
and the United Kingdom, construction activity—espe- 
cially dwelling construction—declined in 1970. In many 
respects, the changes in investment in 1969 and 1970 
conform to the pattern of the fast expansion of 1959-1961 
(apart from the fact that in 1969-1970 neither Italy nor 
the United Kingdom shared in the expansion). In 1961, 
when output growth slowed down after the rapid expan- 
sion of 1959-1960, investment, and particularly industrial 
investment, was well maintained.* Again, in most coun- 
tries output expansion began to speed up in 1963 but it 
was 1964 before the re-expansion of investment resumed 
real strength. 


Changes in the rate of stockbuilding were important, so 
far as they can be estimated, in few countries. A reduction 
in stockbuilding contributed to the decline in output 
growth in Belgium and the Federal Republic of Germany. 
In Norway and Sweden, anticipated tax increases appear 
to have been responsible for rather heavy stockbuilding, 
which in Sweden was over 2 per cent of GNP. 


6 See the SurvEY for 1966, chapter I, p. 34 ff. 


(iv) Household incomes and consumption 


Household consumption, at constant prices, increased 
strongly almost everywhere in 1970. It rose by about 
7-8 per cent in the Federal Republic of Germany, Italy 
and the Netherlands, by 4-6 per cent in Austria, Belgium, 
Denmark, Finland, and Switzerland, by 3-4 per cent in 
France, Norway, Sweden and the United Kingdom, but 
only by about 1.5 per cent in Ireland (table 1). 


These increases in real consumption accompanied 
increases in the money value of household incomes, 
before tax, of the order of 10-15 per cent, resulting mainly 
from wage and salary increases (more detailed figures for 
pay increases are given in section 3 of this chapter; 
summary and very preliminary data about the accounts of 
the household sector are given for several countries in 
table 5). Obviously, the main “leakage” from the rise in 
household incomes was the rise in prices. But in a few 
countries increases in direct taxes and social insurance 
contributions, and increased savings, diverted some of the 
rise in money incomes from private consumption. The 
effect of increases in tax payments was very marked in 
Denmark and the Federal Republic of Germany, and had 
some effect in Finland, probably in the Netherlands, and 
in Sweden (according to the preliminary estimates). Thus 
in the Federal Republic a rise in total wages and salaries 
by 17 per cent, and of total household income by 13 per 


cent (after allowing for transfer and other incomes) was 
reduced to about 11 per cent by tax increases (mainly 
because of the normal tax progression) and consumption 
rose, in current prices, by about as much. The tax effect 
in Denmark was much more striking. The rise in wages 
and salaries of about 15 per cent was reduced to a rise 
of only 8 per cent in disposable incomes. This was the 
consequence of the partial “tax holiday” in 1969 (con- 
nected with the change to a pay-as-you-earn system of 
income-tax collection). However, consumption expendi- 
ture (rising by 11 per cent) was supported by large reduc- 
tions in household savings (it may be noted that the 
savings ratio did not increase in 1969). 


In some other countries there is evidence of significant 
increases in household savings. A rise in savings—at least 
temporarily—is indeed to be expected when incomes 
increase exceptionally fast. France is one example: while 
household incomes both before and after tax, rose by over 
11 per cent, the rise in consumption expenditure was less 
than 10 per cent: restrictions on consumer credit played 
some part, but in addition the rise in savings is attributed 
to a restoration of financial confidence. In Norway, too, 
the savings ratio rose, but that was mainly a temporary 
swing after the buying spree at the end of 1969 (in antici- 
pation of the move from a turnover tax to a value added 
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TABLE 5 


Personal income and expenditure 
(Shares т 1967 and percentage change over previous year ) 


a ”АУАУ/УАЗ/ЧАЗ/ААСЗ/АА/ /’”//—’—/—/—/ 


ОТВ Changes т: Share Changes in: 
in 1967 1968 1969 1970 in 1967 оо «1969 190 
Denmark Federal Republic of Germany 
Te Primaty7income “ab. Powe ea ne. Wo) sp cae eect es 88.7 8.4 12.0 15.02 81.9 9.6 10.6 14.5 
yh “haklstieueoiwenhy 3 4 5 $60 6 5 0 5 co oo 11.3 = Re о 18.1 5.1 8.3 7.5 
Зато соте sce cours а аня 100.0 Ae on ти 100.0 8.8 10.2 13.0 
4. Direct taxes and social insurance contributions» . . 18.7 = es is 23.6 9.5 15.5 a 
5. Disposable income (= 3-4) ........4..-. 81.3 6.9 12.0 8.0 76.4 8.6 8.5 11.4 
6. Consumption expenditure at current prices ... . 732 9.8 12.0 11.0 65.8 5.9 10.8 11.4 
aueto> changes ш volume еее ae 0.9 8.6 52 oe 4.0 8.1 (FE 
DLICe NCTEASCS ~ ae ey ae) een A 8.8 3.1 =) - 1.8 рэ 3.8 
th, СЕВ зар о м ем Ба оао 8.1 —19.2 10.8 —30.0 10.6 249 —3.1 11.6 
Savings as percentage of disposable income . . . . 10.0 7.5 led 4.9 13.9 16.0 14.3 14.3 
Finland France 
jae Primary incomes. tae se ees es ее 90.1 11.6 11.6 11.0 80.8 10.9 135 11.0 
2ee transters tomouseholds 9) a. ee ee 9.9 14.0 9.7 12.5 19.2 11.1 154 11.8 
Зо осо О о ее. 100.0 11.9 11.4 11.1 100.0 10.9 13.8 {1.2 
4. Direct taxes and social insurance contributions” . . 19.8 14.6 10.5 17.9 PANS) 15.0 13.6 11.4 
See Disposableincome;(<— 3-1) mene tee eee mene 80.1 1422 11.7 9.4 78.5 9.8 13.9 11.1 
6. Consumption expenditure at current prices ... . fl 8.7 11.6 8.9 69.3 10.0 14.6 9.6 
dueios. Changes in yOlume).. 3). ee ee —0.2 9.4 6.1 ne 5.6 7.2 4.0 
PLICEANCTEASES Naw ese о бою оо Ae 8.9 2.0 2.6 és 4.2 6.9 5.4 
аи (—=s5=0) Shee See Cree enue. eeu cian 9.1 30.6 12.1 13.0 9.3 8.6 8.6 23.4 
Savings as percentage of disposable income .. . . 11.4 13.4 13.4 13.9 11.8 11.7 11.1 1293 
Netherlands Norway 
HemEPCINALYANCOMC Ea.) cae eerie ее 83.0 9.6 12.3 10.7 87.5 6.8 8.2 12.6 
Dame ransiers. to) NOUSEHOlGS.) ооо говор 17.0 1322 18.1 Mes 1255 15.7 14.8 28.8 
В а ооо ее 100.0 10.5 ЕВ hs 100.0 7.9 9.2 14.9 
4. Direct taxes and social insurance contributions» . . 26.6 11.4 17.6 oe 25.8 10.8 11.8 6.7 
SmDisposableancome) (= =. 73.4 10.2 11.7 A 74.2 6.9 8.1 17.9 
6. Consumption expenditure at current prices ... . 62.9 8.7 10.5 11.3 64.0 7.4 11.4 12.6 
анело» changes 1 VOlUME еее 5 5.9 4.0 2.5 >. 3.9 7.8 2.5 
Price changes, о в и бо os Del) 6.3 35 es 3.4 3.3 9.9 
1 OAVINCS) (= 75-0) Sem teh ео: 10.6 19.0 18.3 ae 10.3 3.5 —13.4 61.7 
Savings as percentage of disposable income .... 14.4 155 16.4 a: 13.8 13.4 10.7 14.7 
Sweden United Kingdom 
орга гу ANCOME Sw. oc, Herne eae о 86.5 6.5 7.8 10.6 90.5 6.6 6.8 10.4 
Dm ransters|tOyNOUSGNOIGS ene) een a) See 13.5 12.6 12.5 12:3 9.5 15.3 6.8 10.3 
33, Total О мона 100.0 7.3 8.5 10.8 100.0 7.4 6.8 10.4 
4. Direct taxes and social insurance contributions” . . 93.2 11.4 11.9 15.2 18.3 13.7 9.0 15.5 
6 розаеасоте (Е 66.8 Dee 6.8 8.4 81.7 6.0 6.3 9.2 
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О ЕО aes hy dik) ot, eee een 4.2 —8.0 —2.2 8.0 5—8 OF tae 
Savings as percentage of disposable income . . . . 6.2 5.4 5.0 5.0 8.0 7.1 7.6 8.2 
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Sources: As for table 1, and for the United Kingdom, Preliminary estimates ® Compensation of employees only. 
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a 
Household incomes and expenditure 
(Percentage changes 1969 to 1970) 

a ee ЕЙ 


fi Fed.Rep. 


Denmar Germany Finland 

Primary income* . . 15.0» 14.5 11.0 
Totalincome® ... .. 13.0 11.1 
Disposable income® 8.0 11.4 9.4 
Consumption at 

current prices 11.0 11.4 8.9 
Consumer prices . . 5.5 3.8 2.6 
Real consumption 5.2 7.3 6.1 


France nen Norway Sweden аа 
11.0 10.7 12.6 10.6 10.4 
11.2 14.9 10.8 10.4 
111 17.9 8.4 9.2 
9.6 11.3 12.6 8.4 8.5 
5.4 3.5 9.9 5.6 53 
4.0 7.5 2:5 2.7 3.0 


——ж—=—_АПоП————=—=——————ы——_ы—ы—=—=ы=—— eee ee 


Source: Table 5. 


* Employment income, property income and other factor incomes, before tax. 


> Employment income only, 
с Including also transfer incomes before tax. 


4 Total income less direct taxes and social insurance contributions. 


tax at the beginning of 1970).7 It seems probable that the 
household savings ratio also increased significantly in 


7 It may be noted that an increase in private consumption of 
about 0.8 per cent in 1970 represents a definitional transfer of certain 
payments for health services from public to private account. 


Belgium,® the United Kingdom and perhaps also in Italy. 
The main figures are summarized in the table above. 


8 In Belgium, sales of consumer durables were particularly de- 
pressed in 1970 and sales of new cars fell 12 per cent (first three 
quarters of 1969 and 1970). 


(v) Prospects for 1971 


(a) National forecasts 


The latest forecasts and policy statements for nearly 
all west European industrial countries envisage a further 
slowing down in output growth in 1971 (see table 1 where 
the forecasts made by official or authoritative unofficial 
bodies in the last few months are summarized).® Only in 
Ireland and Norway (where output growth in 1970 was 
exceptionally small for special reasons) is a speeding-up 
of growth expected. For industrial countries as a group, 
the forecasts for 1971 add up to an increase in gross 
national products of 3.6 per cent in 1971, against 4.7 per 
cent in 1970.10 In nearly all countries, the main impetus 
to expansion in 1971 is expected to be a rising volume of 
private consumption, while the growth of investment is 
generally expected to slacken especially for machinery and 
vehicles. 


® The dates when the forecasts were made, annotated in table 1, 
were between December 1970 and April 1971 except for France 
(official prognosis of October 1970). For more detailed comments 
on specific policies on incomes and prices see the end of section 3 
of this chapter. 

10 National estimates of volume change weighted by 1969 prices 
and exchange rates. This is a rather larger decline in the growth rate 
than the OECD’s estimates (Economic Outlook, Мо. 8, December 
1970, table 2, shows a decline from 5 per cent in 1970 to 4.5 per cent 
in 1971 for total OECD Europe). Apart from the difference in 
coverage, the main reasons are that our national forecasts show 
minor declines in growth in France and Italy (OECD shows stability) 
and bigger declines in Denmark and the Netherlands; on the other 
hand, we show a small decline in United Kingdom (OECD a 


recovery). 


The four larger economies 


After two and a half years of rapid growth, output 
growth in the Federal Republic of Germany levelled off 
in the spring of 1970. Although order books suggest that 
demand is still heavy, the inflow of new orders has ceased 
to increase, industrial investment forecasts suggest little 
expansion, and pressure on capacity and on labour supply 
has begun to ease (unemployment has been stable and jobs 
vacant have been falling). The Government forecasts for 
1971 a GNP growth of 3.5 per cent in volume (5 per cent 
in 1970). Private consumption would continue to rise 
in volume by 5 per cent, but a very substantial slowing 
down in investment growth is expected. Imports and 
exports are apparently expected to increase in volume 
about equally but—probably because of a small improve- 
ment in the terms of trade (which may not take account 
of the recent increase in oil prices)—the current surplus 
on the balance of payments is expected to increase 
slightly. 

Since there have been no clear signs yet of a recovery 
of the growth of industrial output, this year-on-year fore- 
cast for GNP in fact seems to imply quite a significant lift 
from the present plateau in the very near future. Indeed, 
if manufacturing output is also to increase, year-on-year, 
by 3.5 per сепё!? a rise of about 8 per cent during 1971 


и Slightly higher forecasts have been made by the Council of 
Economic Experts and, on average, by the leading economic 
research institutes. But all envisage a slowing down. 

12 The normal relationship to GDP growth at this level of GDP 
growth. 
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(end-1970 to end-1971) seems to be implied. The present 
Federal budget for 1971 does not appear to be regarded 
as expansionist; policy still concentrates on checking the 
rise in costs and prices. The prospects for output thus 
depend heavily on the continuing rise in real consumer 
spending. 

The expectation for consumer prices is a rise of 3 per 
cent, year-on-year (4 per cent in 1970). The Council of 
Experts and the research institutes suggest 3.5 per cent. 
There is no clear sign yet of a slowing down in consumer 
price increases, but a continuing increase at about the 
same rate as that during the course of 1970 would result 
in a year-on-year rise of the order of 3 per cent. The 
question is whether this price increase is compatible with 
the development of wages and profits. There appears to 
be some consensus, including the unions and the em- 
ployers, as well as the Government, that the target for 
pay increases this year should be of the order of 8 per cent. 
Since this figure relates to the increase in effective annual 
earnings, year-on-year, it implies a severe slowing down. 
It is not expected that over-all productivity will rise more 
than 3.5 per cent, so that unit labour costs—given the 
degree of restraint suggested—should not increase more 
than 4 or 5 per cent (against a record 12 per cent in 1970). 
From past experience, such an increase appears to be 
consistent with an increase in consumer prices of not 
much over 3 per cent to which must be added the effect 
of an expected rise in import prices.1* Although 3 per cent 
seems to be a somewhat hopeful target for consumer prices 
in 1971, a rise of 4 per cent or a little more does not appear 
unrealistic. 


For France, the official forecasts presented in October 
1970 envisaged a slightly slower growth of GNP in 1971 
than in 1970 (5.4 per cent against 5.8).14 Some reduction 
in the growth of fixed investment is expected, and a 
halving of the growth of export volume (after the excep- 
tional 20 per cent rise in 1970). The prospect for expansion 
rests on some speeding up (to 5 per cent) in the rise of 
private consumption; last year’s increase of 4 per cent 
was very moderate. The forecast increase in industrial 
production is 7 per cent. However, the development of 
the index of industrial production in the second half of 
1970 suggests that the early estimates may have overstated 
the actual growth rate in 1970 as a whole. If so, there may 
be no slowing down in GDP in 1971 and possibly a slight 
acceleration in industrial production. 


As in the Federal Republic, the forecast appears to 
require a substantial speeding up in output growth from 
the plateau reached early in 1970 (judged by the index of 
industrial production), Data for early 1971 and recent 
business tests suggest that some revival of industrial 


18 A linear correlation of changes in unit labour cost with changes 
in consumer prices in 1961-1970 showed quite a good fit. Moreover, 
experiments (which also took changes in import prices into account) 
suggested that unit labour costs were passed on to consumer prices 
within the same year. The implication is that the cut in profit margins 
which must have been substantial in 1970 will not be restored 
immediately. 

14 Adjusted to Standard National Accounting concepts. In French 
national accounting concepts the reduction is from 6.2 to 5.7 per 
cent. 


output has begun, although it is uncertain whether the 
revival is strong enough yet to justify the forecast rate of 
expansion. 

The main expansionary impulse must come from a 
revival in real consumption. Household incomes last 
year, in real terms, increased significantly more than real 
consumption, so that the savings ratio (assisted by removal 
of consumer credit restrictions after devaluation) may now 
fall a little. The 1971 budget is regarded as “neutral”, but 
credit policy has been considerably eased. 

The official forecast is based on a rise in the wage and 
salary bill of about 9-10 per cent (average wage earnings 
rising by about 8 per cent against 10 per cent in 1970). 
The expected slowing down in consumer prices 1s from 
6 per cent to under 4 per cent, which is not inconsistent 
with the development of the cost-of-living index during 
the second half of 1970. (It may be noted that some recent 
wage contracts in the public services have incorporated 
cost-of-living sliding scales.) The conditions thus appear 
favourable for a revival in activity—but there still remains 
much hesitation and uncertainty and more positive stimu- 
lation from the Government may be required. 

In Italy, also, a firmer basis for expansion is awaited 
after the unfavourable experience of 1970. Official targets 
have been ventured only for industrial production (4.5 per 
cent against 6.5 per cent in 1970) and total investment 
(6 per cent against an estimated 8 per cent). Because of the 
stagnation after early 1970, this increase in production 
implies a significantly faster rate of expansion from now 
onwards. Again, the expansion depends on a speeding-up 
in the volume of consumption; it can be expected that the 
increase in the wage and salary bill will be distinctly less 
than in 1970 (when the wage bill in manufacturing rose by 
23 per cent) while consumer prices are unlikely to increase 
much less than last year’s 5 per cent, so that the rise in 
real incomes in 1971 may well be distinctly less than in 
1970. Although the Government, and trade unions, are 
pressing the need for structural reforms (fiscal reform, 
assistance for housing, reform of the health service, a 
bolder policy for the south) which imply significant 
increases in public expenditure, the impact on the economy 
is not yet in sight; indeed, the budget for 1971 provides 
for a reduction in the deficit (taking current and capital 
account together). A smaller surplus in the current balance 
of payments is also expected. Although the projected 
growth rate for 1971 is still well below the potential of the 
economy, present trends do not clearly indicate any 
improvement over last year’s growth. 


It must be added, however, that discrepancies between 
statistical sources make it difficult to follow recent short- 
term changes in Italy’s economic situation, especially 
in the crucial field of industrial production. Recent 
estimates based on national accounts have drastically 
revised upward previous estimates and indicate, for 
industrial production, an increase of 6.9 per cent in 1969 
and an increase of 8 per cent in 1970 (see also footnotec 
to table 2). 


Before the budget for 1971/72, announced in March 
1971, there was very little sign that the United Kingdom 
Government was prepared to risk any reflationary action. 
The surplus on the current balance of payments seemed 


Output and demand 13 


likely to continue; there was ample evidence of spare 
labour and capacity; and the stagnation was leading to.a 
serious slowing down in productive investment. Yet the 
inflationary pressures continued. By March, however, 
the Government no longer felt able to defer some modest 
expansionary action in the hope that inflation would die 
away. The budget provides for tax cuts (compared with 
estimated revenue at previous tax rates) of nearly 
£700 million or about 1.5 per cent of GNP. About Вай 
the tax cuts directly affect household incomes (the biggest 
item being a rise in tax allowances for children); the other 
half—a cut in company tax rates and the halving of the 
selective employment tax—affects enterprises and is likely 
to have a more indirect and delayed impact on expendi- 
ture. At the same time social insurance benefits are to be 
increased by £560 million a year; this will however be 
covered by increases in contributions and the net effect 
on total expenditure will be small. Equally important, 
a number of reforms in the tax system, some not taking 
immediate effect, are to be introduced. The Government 
has announced that a value added tax is to be introduced 
in April 1973, replacing the present selective employment 
tax and purchase tax. The personal income-tax system is 
to be simplified and the maximum rate is to be reduced 
from over 90 per cent to 75 per cent. An increasing element 
of income-related contributions and benefits is to be 
introduced into the social insurance system. 


The official forecasts do not indicate any appreciable 
impact of the fiscal and monetary stimulus for the calendar 
year 1971.15 But the stimulus should become significant 
in 1972; GNP in volume is expected to increase by about 
3 per cent between the first halves of 1971 and 1972—one 
percentage point more than was expected with unchanged 
policies. Three per cent growth is believed to represent 
the normal increase in productive potential—but the fore- 
cast starts from a low level of utilization of labour and 
capacity. It is recognized that the main source of expansion 
will be private consumption, expected to rise by as much 
as 5 per cent over this period. But no expansion of private 
investment (except in housebuilding) is expected before 
mid-1972; this is only realistic in view of the usual time- 
lags. The forecasts for imports and exports of goods and 
services (given only at constant prices) suggest a significant 
decline in the surplus. Exports are expected to rise by 
only 3 per cent in 1971 and to slow down in 1972; imports 
to rise by 5 per cent in 1971 and faster thereafter. The 
implications appear to be a fall in the current surplus from 
over £600 million in 1970, and not much less in 1971, 
to about half that amount in the first half of 1972 (at 
annual rate) if the terms of trade remain unchanged at 
the early 1971 level. 


The smaller economies 


The forecasts for Austria show the most marked decline 
in the growth rate of GNP among the industrial countries, 


15 The official forecasts for 1971, allowing for budget changes, 
are very close to those given in the National Institute Economic 
Review, February 1971, which assumed no policy change (except 
that the official forecasts envisage a slightly greater increase in 
private consumption offset by a fall in stockbuilding). 


from the very fast growth rates of 6-7 per cent in 1969 
and 1970 to about 4 per cent in 1971. The main reasons 
are an expected check to the expansion of investment in 
machinery and vehicles and a reversal of stockbuilding, 
while private consumption should continue to increase 
in volume at over 5 per cent; exports are expected to slow 
down more than imports and a deficit on current account 
of the balance of payments is expected. The 1971 budget 
provides for an anti-cyclical increase in public expenditure 
if required. 


In Belgium, according to the latest official data which 
differ from those in table, 1, a fall in GNP growth is 
expected (4.1 per cent in 1971 against 5.5 per cent in 1970) 
due to the anticipated slowing down in foreign demand 
and also to the introduction of the value added tax. The 
direct effect is expected to be a rise in consumer prices 
(under 2 per cent) which, through the impact of the sliding 
scale, will provoke further wage increases. Indirectly, it is 
feared that a profit squeeze, especially in view of the price 
controls, will keep down fixed investment. 


In Denmark, the first half of 1970 was marked by very 
strong pressures on labour supply, substantial increases 
in wage rates accentuated by heavy wage drift and auto- 
matic cost-of-living adjustments, and a big increase in 
imports. Government measures helped to damp down 
the pressures in the latter part of the year. Public invest- 
ment in construction was restricted, the value added tax 
increased and more severe credit control imposed. To 
check the pay increases, the Government also urged that 
automatic cost-of-living increases should be abolished 
and imposed a price freeze. These measures, together with 
a more active incomes policy, are likely to be maintained 
for much of 1971. The main concern is to reduce the 
current deficit on the balance of payments, which reached 
4 billion kroner ($530 million) in 1970. Thus GNP growth 
is expected to be 2 per cent in 1971 (against 4.5 per cent 


in 1970), with real consumer expenditure and investments 


remaining virtually at the 1970 level, and export volume 
increasing substantially more than imports. 


GNP growth in Finland, 7.5 per cent in 1970, was the 
fastest in western Europe (although lower than 1969’s 
10 per cent). But price and wage increases were relatively 
modest, partly as a result of the successful tripartite 
stabilization agreements of 1968 and 1969 (following the 
1967 devaluation) under which central wage agreements 
are linked to comprehensive. price controls. An attempt 
to renew the stabilization agreements for the period 
September 1970 to March 1972 was less successful and 
led to strikes in the engineering and building industries. 
The growing trade deficit in the second half of 1970, also, 
caused some concern. A cautious policy, aimed at weaken- 
ing the demand pressures, is expected for 1971; investment 
is likely to slow down and the growth of GNP to fall to 
4 per cent. The budget for 1971, prepared at the end of 
1970, was however regarded as “neutral”. A substantial 
“counter-cyclical fund” has been built up, partly from 
deposits and investment reserves by business firms (this 
system is to be replaced by a tax on the timber-processing 
industry). 

Ireland is one of two countries (the other is Norway) 
where an increase in output growth is expected this year 
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—but only to about 3 per cent which is well below the 
long-term irend.1* This compares with only 1.5 per cent 
last year, when strikes, accompanied by weak investment 
and very quickly reflected big wage increases in higher 
consumer prices, kept down growth. Some recovery 
appears to have begun after mid-year and is expected to 
continue with a modest acceleration in growth of both 
investment and exports. 


A supplementary budget in the autumn, including 
increases in indirect taxes, together with continued limi- 
tations on public expenditure and on bank credit, indicate 
a cautious policy of restraint. The main concern is the rise 
in wages and prices. The central wage negotiation at the 
end of 1970 is likely to result in a further increase in 
average pay of at least 10 per cent which probably implies 
a rise in consumer prices of not much less than last year. 
When the agreement was ratified by the unions and 
employers, the Government withdrew its proposals for 
new legislation on wages and prices. There is concern too 
for the balance of payments. The current deficit last year 
was about £62 million and the forecasts suggest about 
the same deficit in 1971; this may be difficult to cover from 
the usual inflow of long-term capital, attracted by the 
favourable prospects for industrial development and the 
tax concessions, since investment prospects are not so 
bright as they have been. 


In Malta, activity contracted in 1970 following the rise 
in tourism and exports and the continued building boom 
in 1969. In 1970 tourism fell off (arrivals dropped nearly 
10 per cent and hotel occupancy by nearly a half), exports 
fell, building contracted and unemployment rose. Wage 
levels increased—accompanied by several industrial 
disputes—but there appears to have been little rise in 
consumer spending. However, despite the widening deficit 
on the current balance of payments, foreign exchange 
reserves increased. 


After long negotiations with the United Kingdom on 
the form of financial assistance, the Third Development 
Plan for the Maltese Islands (April 1969 to March 1974) 
was finally published in October 1970. The new plan aims 
at continuing the transformation of the economy from 
dependence on British defence expenditure and towards 
viability based on industry and tourism. The plan is 
ambitious, envisaging a GNP growth of over 9 per cent 
a year, and a doubling of public capital expenditure in 
spite of the running down of external assistance. 


Rather fast expansion in the Netherlands in 1970 
(6 per cent increase in GNP) led to considerable pressure 
on resources in spite of an unexpectedly fast increase in 
labour productivity. The increase in average earnings was 
large—12 per cent, including about 3 per cent wage drift 
in addition to negotiated increases which were bigger 
than had been recommended by the Social and Economic 
Council. But because of the rise in productivity the 


18 Table 1 shows 2.75 per cent, the forecast of the Institute for 
Economic and Social Research made at the end of 1970. But more 
recent data suggest that the recovery may be a little faster than 
was expected. 


increase in unit labour costs was moderate (5.5 per cent) 
by international standards, as was the rise in consumer 
prices (about 4 per cent) which were restrained by price 
control following a much bigger increase in 1969. Hence 
real private consumption increased by over 7 per cent, 
‘he largest expansion in western Europe last year. 
investment also expanded vigorously. Imports increased 
faster than exports while the terms of trade worsened, 
leading to a current account deficit of $400 million. 


The economic climate in 1971 is expected to be calmer, 
partly under the'influence of a restrictive policy. Wages 
will continue to rise, year-on-year, at about the same rate 
as in 1970 because of increases in negotiated wage rates 
at the end of last year. But the increase in disposable 
household incomes may slow down and it is believed that 
price increases will accelerate to absorb some delayed 
effects of last year’s cost increases. Thus the growth of 
real private consumption is forecast to fall. Enterprise 
investment is also expected to slow down, but public 
investment and house construction to expand faster. The 
growth of both imports and exports should diminish but 
the current balance may not change much from the deficit 
of 1970. The net result would be an increase of GNP of 
about 4 per cent. 


Slow growth in Norway in 1970 was, as explained above, 
mainly a reaction to the tax-anticipating consumption 
boom at the end of 1969. Thus consumption grew very 
little but investment, mainly because of ship purchases, 
increased strongly. The increase in consumer prices was 
among the steepest in western Europe—over 10 per cent 
year-on-year—but half of it was due to the increases in 
indirect taxes; allowing also for a 6 per cent rise in import 
prices, the increase due to domestic costs was moderate 
in view' of the more than 10 per cent rise in average 
earnings” (8 per cent rise in unit labour costs). The steep 
(12 per cent) rise in unit values for exported goods and 
services (including shipping services) helped to maintain 
over-all profit margins in the economy (in contrast to 
experience elsewhere) but it is uncertain how the addi- 
tional profits were distributed between the export and 
domestic markets.18 Although the volume increase of 
exports was small, there was a striking expansion (40 per 
cent) in exports of engineering products. 


Pressures on both the internal and external balance 
of the economy led at the end of 1970 to a revision of 
earlier budget proposals for 1971. Indirect taxes are to 
increase again, public expenditure is to be restricted and 
credit policy, already restrictive, is to be tightened. In 
addition, a temporary price freeze was imposed and 
legislation has been approved to check the wage drift 
which accounted for nearly half the increase in industrial 
earnings in 1970; pay rises in excess of the increases under 
collective agreements are prohibited. 


In spite of the restraints imposed by policy, a faster 
growth rate (5 per cent) is forecast for 1971. Both private 
consumption and exports are expected to accelerate 
somewhat, but investment and imports (because of a 


* But earnings of men in manufacturing went up 12 per cent. 
18 See also section 3. 
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smaller increase in ship purchases) are expected to in- 
crease more normally than last year. Nevertheless another 
substantial current deficit is expected. 


An unexpected feature of developments in Sweden in 
1970 was an exceptional increase in stockbuilding, equal 
to one-third of the growth of final demand, and an 
associated large rise in import volume; fears of deval- 
uation which were prevalent for a time may have been 
partly responsible. There was very little increase in fixed 
imvestment. An expected reversal of stockbuilding under- 
lies the official forecast for 1971. The aims of economic 
policy are an acceleration in export growth to improve 
the foreign balance (over the past six years net long-term 
capital imports amounted to almost $600 million); and 
a substantial increase in productive investment to improve 
international competitiveness in the longer run. To 
encourage investment, the Government intends to intro- 
duce easier depreciation rules, and to give export indus- 
tries priority in the capital market and possibility of 
raising loans abroad. Private consumption is forecast to 
increase almost as much as in 1970 and exports to 
increase faster. Because of the expected reduction in 
stockbuilding it is hoped that these objectives can be 
reconciled With a slowing down in imports and in the 
growth of GNP (from nearly 5 per cent in 1970 to 2.5 per 
cent in 1971). 


To achieve these policy goals it is necessary to restrain 
the domestic price and wage inflation. The value added 
tax was raised at the beginning of 1971. A freeze on food 
prices was introduced in August last year, and extended 
in October to cover virtually all goods and services in 
private consumption. Subsequently the comprehensiveness 
of the price freeze has gradually been reduced and now 
covers about 60 per cent of private consumption. Wage 
negotiations in 1971 have provoked unusual militancy 
among the higher paid civil servants. A combination of 
strikes and lock-outs starting in February emptied schools 
and universities, law courts and some government offices 
and immobilized the railways. On 11 March, Parliament 
passed a law compelling a return to work and prohibiting 
further strikes or lock-outs for a 6-week “cooling off” 
period. At the same time, price control has been pro- 
longed after its original expiry date (31 March). 


For 1970 as a whole, Switzerland experienced smaller 
increases in wages (about 8 per cent) than any other 
industrial country and increases in consumer prices and 
unit labour costs (about 3-3.5 per cent) smaller than most, 
although the price increases accelerated ater in the year. 
This was in face of quite severe strains on the labour 
market and an 8 per cent rise in import unit values. It is 
expected that wage increases will somewhat accelerate 
in 1971; but, since profits do not appear to have been 
squeezed, the rate of price increase may remain moderate; 
the volume of private consumption should then rise a 
little faster. The growth in investment and export volume, 
however, may fall partly because of supply difficulties, 
including the limited growth of the labour force. Thus 
GNP growth is expected to slow down from 4.5 to 3.5 per 
cent, in real terms; and import volume is forecast to 
increase more than exports, leading to a current account 


deficit in 1971 of $450 to $500 million (in 1970 the deficit 
was about $60 million). Credit policy has been restrictive; 
although the Confederation’s budget remains about in 
balance, the total deficit of public authorities including 
the cantonal and municipal budgets, over which central 
control is very limited is expected to increase in 1971 by 
about one-third (to SF. 1,350 million). 


(b) Over-all view of prospects for 1971 


Certain major features stand out from this summary of 
national forecasts for the industrial countries: 


First, everywhere (except in Ireland and Norway) 
growth rates of output are expected to slow down again 
in 1971; 


Secondly, the major factor is a forecast weakening of the 
expansion of fixed investment, following, as is normal, 
the slow-down of output expansion with about a year’s 
lag. (Only in Ireland, Sweden and the United Kingdom 
is a rise in fixed investment forecast, and they are all 
countries where there was almost no increase in 1970). 
Probably the main effect will be felt in investment in 
machinery and vehicles, which expanded faster than 
construction in 1970; 


Thirdly, private consumption is expected to be the main 
source of output expansion; although forecasters in some 
countries anticipate a delayed effect on prices from last 
year’s cost increases, it is generally expected that the rise 
in money incomes will keep well ahead of the continued 
rise in consumer prices; in Denmark, the Federal Republic 
of Germany, the Netherlands, and, perhaps, Italy, the 
volume of private consumption is expected to nise sub- 
stantially less than last year; 


Fourthly, everywhere (except in Belgium and Ireland) 
the growth of imports of goods and services, in volume, 
is forecast to slow down; and only Denmark, Norway, 
Ireland and possibly Sweden expect any acceleration in 
export growth. 


All these forecasts are, of course, based on the general 
shape of economic policy at the time the forecasts were 
made. And in nearly every country policy has been, and 
still is, directed in greater or less degree, towards restraint 
of domestic demand, restraint of pay and price increases 
(by direct or indirect methods) and—in some countries— 
by nervousness about the balance of payments. 


In assessing the forecasts, one important point must be 
observed. Forecasts in terms of annual averages, like 
most of those used here, do not reveal the pattern of 
development expected during the course of 1971. 


In several countries, the growth between 1969 and 1970 
reflected a strong upturn in the latter part of 1969 and 
early in 1970, judging from the statistics of industrial 
production—the most comprehensive short period indi- 
cators of output in most cases—which showed very little 
growth during the last 6-9 months of 1970. It is true that 
non-industrial output is less sensitive to cyclical factors 
and may well have continued to rise while the industrial 
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output index levelled off. Nevertheless it appears that the 
year-on-year forecast for GNP expansion in 1971, must 
in several countries imply a significantly faster rate of 
expansion, during the course of 1971 itself, than appears 
at first sight. The purely arithmetical calculation made 
below illustrates the point. (Since many output forecasts 
show only GNP, while the most relevant short-period 
statistics relate to manufacturing, or industrial produc- 
tion, we have in several cases estimated forecast growth 
rates for manufacturing output during the course of 1971 
by assuming the relationship to GNP growth found in 
the past.) 19 


The calculation (which assumes steady growth during 
1971) should not be taken too literally; in particular, it 
is sensitive to the latest estimates of manufacturing output 


19 The calculated relationship is based on a linear regression of 
annual changes in GNP on annual changes in manufacturing output 
over the period 1953 to 1967. The correlation coefficients (r) are 
between 0.8 and 0.98. Standard errors of estimate (in terms of 
percentage points of GNP growth) vary from 0.6 for the Federal 
Republic of Germany to as much as 1.6 for Ireland. It must be 
recognized that the relationship may well vary at different phases 
of the business cycle. 


which are always subject to revision. But comparison of 
column (4) with column (5) suggests for several countries 
—notably the Federal Republic of Germany, France, and 
Italy and, with less certainty, Ireland 20__that a significant 
quickening of the pace of output growth is needed to 
realize the forecasts for the year 1971 as a whole. 


Trade prospects for 1971 


The national forecasts may also be assessed from the 
more general point of view of their internal consistency, 
by aggregating the expectations for foreign trade. Accord- 
ing to the national forecasts for the west European 
industrial countries, real GNP growth is expected to rise 
in aggregate by about 3.6 per cent in 1971, compared 
with 4.7 per cent in 1970. The national forecasts for the 
volume of imports of goods and services in 1971 amount 
to a rise of 7.5 per cent, compared with 13 per cent in 1970 
(thus implying a fall in the import elasticity from 
2.8 to 2.1). As the table below shows, a reduction in the 
import elasticity was forecast for 1970, but in fact it 
increased. 


20 For Ireland, the ratio between manufacturing output and 
GNP is somewhat unstable. 


Estimated growth rates for 1971: gross national product and manufacturing output 


(Percentage changes) 


СМР» Manufacturing output 
(annual 
averages) Annual Last quarter Required 
1971 averages” 1970 on annual Growth rate 
1970 1971 annual average growth rate during 19704 
1970 1970 during 1971° 
(1) (2) (3) (4) (5). 
Austria по eae, oa 4.0 3.8 2.0 3.6 6.8 
Belgien cee eres 3.5 4.8 1.4 6.8 4.3 
Federal Republic of Germany 3.6 —0.6 8.2 0.7 
Finlandia eee eee бо 4.0 1.3 7.4 5.9 
France: 7a cern eae ee 5.4 7.0 0.7 12.6 5:5 
а. 2.8 0.5 9.6 1.31 


= National forecasts as in table 1. 


> For France, Italy, Norway, Sweden and the United Kin Е 1 1 1 се 
nce, italy, ‚ gdom: national forecasts i 
For other countries: estimated from regressions of manufacturing growth on GNP growth. ыы Production, 


° Increase required from fourth quarter 1970 to fourth quarter 1971 to reach annual average growth rate of 


manufacturing output in column (2). 


4 Growth rate from fourth quarter 1969 to fourth quarter 1970. 
© For Italy, the growth rate of gross national product has been estimated on the basis of the growth rate of industrial 


output, which was forecast by the national authorities. 
£ Third quarter 1970 on third quarter 1969. 
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Volume change in GNP and trade (goods and services) in twelve industrial 
west European countries 


a 
Ratio to GNP growth 


GNP Imports Exports 
Imports Exports 
Actual 1969 (revised) .... 5.9 13.5 12.8 2.3 2.2 
Forecast-19708°. ...... 4.7 9.5 7.9 2.0 7 
Actuall97OUr сви Ss 4.7 13.0 9.4 2.8 2.0 
Forecast 1971%° . .:... 3.6 1h) 7.0 2.1 1.9 
ee СИНЕЕ 


* As in the 1969 Survey (part II). Countries weighted by 1968 prices and exchange rates. 
Ъ Derived from table 1. Countries weighted by 1970 prices and exchange rates. 


< Derived from table 1. GDP import and export growth in Italy has been estimated at 4 per cent, 13 ре 
i . Г ь г cent 
and 11 per cent respectively. For Sweden import growth adjusted to 6 per cent to allow for мы Ч 


Aggregate export growth is also expected to slow down 
in 1971, although the forecast appears more optimistic 
in relation to GNP growth than that for 1970. The 
difference lies no doubt in exports to North America: 
a slowing down in economic activity was foreseen 
in 1970, while now a resumption of economic growth 
(and hence of imports) in North America is generally 
expected in 1971. 


For a broad assessment, the forecasts for transactions 
in goods and services have been assumed to apply to the 
merchandise trade of the whole of western Europe. 21 
To estimate the growth of intra-west European trade 
in 1971 the co-variation between annual changes in GNP 
and the volume of intra-trade was established for the 
period 1956 to 1969. However, it is found that in the 
first half of the period studied the volume growth of 
intra-trade was generally somewhat less than calculated, 
while in the second half it was one to two per cent faster 
than calculated. It is here assumed that in 1971 also, 
intra-trade will grow somewhat faster than the 7.2 per cent 
indicated by the regression equation—say by 8.5 per cent.” 


This forecast, combined with those for total import and 
export growth shown in the table above, yields an increase 
in the volume of imports from the rest of the world of 
about 5.75 per cent (10 per cent in 1970) and an export 
increase of 4 per cent (somewhat less than in 1970). There 
is reason to believe that these forecasts for trade with 
the rest of the world and consequently for total trade, 
especially for exports, may again (as for 1970) err on the 
low side. 


West European exports to the rest of the world, in 
volume, should grow somewhat faster than the 4—5 per 


21 In 1969 the 12 countries accounted for 95 per cent of western 
Europe’s exports of goods and 91 per cent of the imports. 

% The regression equation was g=3.07X-3.85 (R=0.89 and 
standard error of estimate=2.06), where g=percentage growth of 
the volume of intra-west European trade and X=percentage growth 
of west European GDP. 

28 The weights are in f.o.b. terms for both imports and exports. 


cent rise in 1970. Favourable factors are the expected 
resumption of economic growth in North America and 
the generally higher level of commodity prices received by 
primary producing countries. To this can be added the 
effect of the rise in oil prices on the purchasing power 
of the few countries concerned. On the other hand there 
is no reason to expect faster growth of exports to other 
overseas developed countries and a continued acceler- 
ation of exports to eastern Europe cannot at present be 
relied upon. If we take 6 per cent as a reasonable estimate 
of growth of exports to the rest of the world, and add 
the 8.5 per cent growth of intra-trade calculated above, 
the over-all increase in west European exports in 1971 
would be about 7.5 per cent (against the 7 per cent result- 
ing from the sum of national forecasts). 


The volume of western Europe’s imports from the rest 
of the world, which increased by about 10 per cent 
in 1970, would grow by 7 per cent in 1971, if the ratio 
between import and GNP growth were the same as in 
1970. However, as indicated below, these imports in 1970 
increased unexpectedly fast for a number of special 
reasons and the normal ratio between volume growth of 
imports from the rest of the world and GNP is closer 
to 1.5 than to 2. Over the past 15 years a ratio greater than 
two has occurred only three times, in 1956, 1960 and 1970, 
each time associated with an exceptionally fast growth of 
imports from North America. It may therefore be 
reasonable to keep to the 6 per cent growth which the 
national forecasts appear to imply. Hence the volume 
growth of west European trade with the rest of the world 
in 1971 is forecast at 6 per cent both for imports and 
exports, yielding identical growth rates—8 per cent— 
for total west European imports and exports. 


The effect on western Europe’s trade balance with the 
rest of the world also depends on price developments. 
For the full year 1971 compared with 1970, particularly 
because of the increase in oil prices, an adverse movement 
in western Europe’s terms of trade appears the more 
likely outcome, and this could lead to a further increase 
in the import surplus. 
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Summary of apparent intent of major policy measures taken in 1970 and first quarter of 1971 
ыы 


Expansionary 


Restrictive Budget» 
; ; 8 Monet Prices and 
Раса" Monetary <2 CE Prices ond OR ENE ies pope ewe 
Ар. 5 1 5 4 , Е 1 
рн а ео ое м ох 1 3°4¢ 4° 4 5 
Пела ии. 1.234 iP 3 4 4 ; 
Finland settee. Cc recess 234 
Face А, he Ses hy ren 3 1245 1234 45 
Federal Republic of Germany. . . . 123 15253 1 23 4 
ПЕ оо eee ea 7 1 2 4 
НЫ вю о О № 3 17304 3 
Netherlands ое oe eee 3 iL 2s 45 3 1 
INOLWAY eens о ee ston os 4 234 4 4 2 
Ясен в cee age et И ЕГО 34 3 
Switzerland а и и 15 1 4 
Wnitedskuinedom) seen eee nee 234 2 5 5 


ВОЕВОДЕ о ооо A TE 


Моте.— 1 = first quarter 1970; 2 = second quarter 1970; 3 = third quarter 
1970; 4 = fourth quarter 1970; 5 = first quarter 1971. 


® Specific measures coming into effect in quarter indicated. 


> Over-all intended effect at time of announcement, restrictive (В), neutral 
(№), or expansionary (В). 

© Monetary and credit measures and price controls taken to limit anticipated 
price effect of value added tax. 


A calendar of economic policy measures in industrial west European countries: 1970 to early 1971 


Austria 


Price and incomes policy 


March 1971: Prolongation of measures for facilitating imports 

until end of July 1971. 
Fiscal policy 

October; 1971 Budget estimates presented; provision made for 
additional expenditure up to 3.1 billion if required by cyclical 
developments. Surtaxes on income, property, alcoholic beverages 
and motor-cars to be extended beyond December 1970. Modified 
income-tax scale shifts tax burden to higher income brackets and 
reduces total income-tax by about 1 billion. 


January 1971: 10 per cent tax on new cars abolished. 


Monetary and credit policy 
January: Discount rate raised from 4.75 to 5 per cent. 


Belgium 
Price and incomes policy 


November: Government takes measures against price increase. 
These include: announcement of temporarily lower VAT rates for 
certain products, and lengthening of the notification period for price 
increase (from one to three months). 


Monetary and credit policy 


March: Ceilings on bank credit expansion modified; rate of 
increase in bank credit during first 9 months of 1970 to be limited 
to the rate in corresponding period of 1969. 


September: Quantitative credit controls are extended until the end 


of 1970, but are somewhat eased. Banks requested to avoid expansion 
between September and December in credits for consumption. 
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October: National bank lowers discount rate from 7.5 to 7 per 
cent. 


December: National bank reduces discount rate from 7 to 6.5 per 
cent. Restrictions on financing of consumer credits up to March 
1971. 


January 1971: Commercial credit controls further eased. 


Fiscal policy 


October: 1971 budget proposals make provision for change-over 
to value added tax. No other fiscal changes proposed. 


January 1971: Introduction of value added tax. 


Denmark 


Price and incomes policy 


July: Increases in prices of services limited by administrative 
controls. 


October: General price freeze goes into effect until March 1971, 
retroactive 21.9.1970. 


March 1971: New price control law introduced, designed, inter 
alia, to prevent wage drift. 
Monetary and credit policy 


March: Over the next 6 months increase in total volume of credit 
should not exceed February 1970 levels. 


June: Interest rates on deposits with commercial and savings 
banks increased by the order of 0.5 to 1 per cent. 


January 1971: Discount rate reduced from 9 to 8 per cent. 
Fiscal policy 
March: Freeze on Government construction projects until October. 
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May: Value added tax on imports increased from 9 to 15 per cent. 


July: Value added tax increased from 12.5 to 15 per cent. Govern- 
ment to compensate employers for part of prospective cost-of-living 
and wage increases. 

October: Freeze on new Government construction prolonged un- 
til 1 January 1971. Anti-inflationary programme outlined, including 


budget savings and changes in capital-gains taxes and depreciation 
rules. 


November: 1971/72 budget proposals introduced. Fiscal policy to 
have dampening effect. 


Finland 
Monetary and credit policy 
April: Ceilings on commercial bank’s borrowings reduced from 
75 to 65 per cent of the end-September 1969 base. 
October: Restrictions on financing of consumer credits intro- 
duced. 
November: Hire-purchase terms tightened. 


Fiscal policy 


September: Government presents 1971 budget, designed to have 
neutral effect on aggregate demand. 


Price and incomes policy 


December: Stabilization arrangement between trade unions, 
employers and Government is extended to March 1972. Wage 
increases are to total 9.6 per cent over period of agreement. Present 
price control arrangements to continue. Some increase in agri- 
cultural prices allowed. Ban on automatic cost-of-living adjustments 
to wages relaxed. 


France 


Fiscal policy 

January: Reduction of value added tax on food products. 

May: Government relaxes freeze on subsidies to house-building. 

July: Government frees 50 per cent of public investment frozen 
in September 1969. 

September: 1971 budget foresees a very small surplus on the 
over-all balance (as in 1969). Ceilings on income-tax brackets raised 
and income-tax rates slightly reduced—trelatively more for low in- 
come brackets. 

January 1971: Value added tax reduced for food products, 
Government freed 25 per cent of public investment frozen in Sep- 
tember 1969 and 370 million Francs in credit authorizations blocked 
in anti-cyclical funds. Increase in tariff for public services. VAT 
rates on a range of food products reduced. 


Monetary and credit policy 


January: Hire-purchase restrictions eased. 

April: Credit restrictions further eased for medium-term equip- 
ment and agricultural credits. 

May: Quantitative export credit restrictions eased. Down pay- 
ments reduced for consumer’s credit. 

June: Credit restrictions maintained for two-thirds of total credit. 

August: Discount rate reduced from 8 to 7.5 per cent. 

October: Discount rate reduced from 7.5 to 7 per cent. Further 
reduction in down payments for hire-purchase. 

Last quarter 1970: Quantitative ctedit restrictions effectively 
abolished. 

January 1971: Discount rate reduced from 7 to 6.5 per cent. 


Price and wage policy 


October: Increase in agricultural producers’ prices, a postponed 
effect of the French devaluation of August 1969. 


January 1971; Reintroduction of sliding-scale arrangements for 
wages in nationalized railways. 


Exchange control 


April: Increase in tourist allocation from 1,000 to 1,500 Fr. 
August: Restrictions on tourism considerably eased. 


Federal Republic of Germany 


Fiscal policy 


February: Stabilization measures; deferment of Government ex- 
penditures, creation of business cycle equalization fund, postpone- 
ment of planned increase in allowance deductible from taxable wage 
income and planned abolition of surtax on income-taxes (until 1971). 


June: 1970 budget approved. 


July; Regressive scale for tax deductible depreciation of business 
investment is suspended from July to January 1971. Income and 
corporate taxes due between August 1970 and 30 June 1971 subject 
to 10 per cent surcharge to be refunded not later than March 1973. 
Proceeds of surcharge to be sterilized at Bundesbank. 


July: 1971 Budget proposals introduced. 


Monetary and credit policy 
March: Bundesbank raises discount rate to 7.5 per cent. 


May: Bundesbank to cut in certain cases the rediscount quotas 
of credit institutions. 


July: Minimum reserve requirements raised by 15 per cent. Bundes- 
bank discount rate lowered from 7.5 to 7 per cent. 


September: Minimum reserve requirements raised. 


October: Bank extends reserve requirements to certain previously 
exempted liabilities. 


November: Discount rate lowered from 7 to 6.5 per cent. 
December: Discount rate lowered to 6 per cent. 


Exchange control 


September: Credit institutions required not to sell to non-residents 
or to use as collateral for borrowing abroad certain types of paper 
issued by the public sector. 


Ireland 


Fiscal policy 
April: Government presents 1970/71 budget providing income- 
tax relief, new aid to agriculture and increased social welfare benefits. 
May: Turnover tax raised from 2.5 to 5 per cent. 


October: Postal rates increased by up to 50 per cent. Supplemen- 
tary budget provides for higher taxes on corporate profits, a one- 
third rise in the wholesale tax on a range of luxury-type items, and 
an average 25 per cent increase in annual rate of motor taxation. 


Price and incomes policy 
November: Bill introduced providing for wage and price freeze 
up to end 1971. 
December: In view of central wage agreement Government with- 


draws bill controlling the size of wage settlements and price increases 


until end 1971. 
Monetary and credit policy 


January: Restrictions on hire-purchase transactions tightened. 


Italy 


Fiscal policy 


June: Government approves income-tax changes (effective 1 Jan- 
uary 1971). Tax-free allowance is raised. Additional surtax on 
incomes over 2 million lire. 


20 Western Europe 


July: Government presents budget for 1971. Over-all net borrow- 
ing requirements similar to 1970. 

August: Government introduces stabilization programme. It in- 
cludes increases in indirect taxes and social security contributions 
(January 1971) and investment incentives (company tax concessions, 
tax exemptions, etc.). 


Monetary and credit policy 

March: Official discount rate raised from 4 to 5.5 per cent. 

September: Bank agreement to provide interest of 6 per cent on 
savings deposits and 7 per cent on current-account deposits over 
250 million lire. 

October: Interest rate on bank’s current-account deposits and 
Treasury bill holdings for compulsory reserves increased from 3.75 
to 5.5 per cent. Banks authorized to use part of compulsory reserves 
to purchase securities issued by industrial credit institutions. 

January 1971: Interest rates for advances against securities reduced. 


Exchange control 


February: Shortening of the terms of payment for exports and 
imports announced. 


Netherlands 


Monetary and credit policy 
January: Quantitative restrictions on short-term credit extended. 


Price and incomes policy 


August: Relaxation of general price freeze imposed in 1969. 
November: Scheme of general price restraint amended and ex- 
tended until March 1971. 


December: For first six months 1971, Government sets limit of 
5 per cent on newly negotiated wage increases. 


Fiscal policy 

September: Government presents budget proposals for 1971 with 
the introduction of anti-inflationary measures. Fiscal measures in- 
clude: implementation of second stage of reduction in wage and 
income-tax announced in 1969; rise in standard rate of value added 
tax from 12 to 14 per cent; and 30 per cent in motor-vehicle tax 
surcharge. In addition, postal tariffs raised; consumers’ credit 
tightened and government credit guarantees limited. New package 
of temporary measures also proposed including cutback in public 
expenditure and temporary 3 per cent increase in wage and income- 
tax and increases in the luxury tax on passenger-cars, in company 
tax and in petrol duty. 

December: Railway fares raised by up to 14 per cent. 


January 1971: Value added tax increased from 12 to 14 per cent. 


Norway 


Price and incomes policy 


December: Prices of most goods and services to be frozen at their 
level of 20 November. 


Monetary and credit policy 
April: Liquidity ratio for commercial banks reduced. 


August: Liquidity reserve requirements for commercial banks 
raised in 3 stages between August and October. 
December: State banks lending budgets for 1971 reduced by 
10 per cent. 
Fiscal policy 


October: 1971 budget proposals presented: provide for a new tax 
on mineral oils, increased levies on several consumers’ goods, an 
increase in special development-assistance tax and higher social 
security contributions. Corporate income-tax to be reduced from 
30 to 26.5 per cent. 


December: Stabilization measures: extension of controls on build- 
ing and postponement of government building and construction 


plans. 
Exchange control 


July: New foreign exchange regulations. Banks not permitted 
to increase net foreign position above end-January 1970 level. 


Sweden 


Price and incomes policy 
August: Price freeze for basic food products. 
October: Price freeze for goods and services. 
November: Price of gas and fuel oil raised. 


Monetary and credit policy 


April: Commercial banks agree that credit (other than for housing) 
is to be subject to ceilings. 


July: Commercial banks increase lending rates by 0.5 to 1 per cent. 
January 1971: Easing of credit restrictions for investment purposes. 


Fiscal policy 
February: Value added tax on most consumers’ durables increased 
from 10 to 14 per cent. Beer and tobacco sales tax increased. 


April: Anti-inflationary measures announced; include postpone- 
ment of government ordering and temporary 25 per cent investment 
tax on new non-priority building. 


July: 1970/71 budget aims at moderating demand. 


November: Value added tax on all consumer durables is raised 
to 15 per cent. Wines and spirits become subject to 15 per cent 
value added tax and respective import duties raised by 10 per cent. 


December: Electricity tax for households raised from 7 to 10 per 
cent. 


January 1971: Tax reform package. Payroll tax is raised from 
1 to 2 per cent and employers’ social security contributions from 
2.9 to 3.1 per cent. Value added tax increased from 10 to 15 per cent 
for all goods. 


Switzerland 


Monetary and credit policy 
February: Agreement to limit credit expansion. 


March: Easing of hire-purchase terms (part of Government 
stabilization programme). 


March: Private discount rate raised to 5.25 per cent (from 4.75 per 
cent). 


September: Interest rates for medium-term bank bonds increased. 
January 1971: Certain interest rates increased. Voluntary agree- 
ment to restrict credit expansion extended. 
Fiscal policy 
April: Duties on wines and alcohol raised. 
October: Budget proposals presented for 1971. 
December: Restrictions on construction. 


Exchange control 
March: New restrictions on entry of foreign labour announced. 


United Kingdom 


Monetary and credit policy 
March: Bank rate lowered from 8 to 7.5 per cent. 


April: Reduction of bank rate to 7 per cent. Replacement of 
ceilings for bank credit by limit of 5 per-cent, over following 
12 months, on expansion of bank credit. Additional call for special 
deposits from banks. £900 million ceiling to ‘domestic credit 
expansion’ over 1970/71 announced. 
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July: Interest rates on savings deposits increased. Banks warned 
to slow down growth of advances. 

September: Cost of medium- and long-term loans to finance 
exports and shipbuilding raised from 5 to 7 per cent. 


October: Further increase in special deposits. Bank of England 
states that firm restraint of bank lending is essential in the period 
ahead. 


March 1971: Guidelines for increase in bank lending to be 2.5 per 
cent a quarter in place of 5 per cent a year. 


Price and incomes policy 


July: New Government announces that powers to impose a 3- 
month standstill on wage and price increases will not be used and 
will be allowed to lapse until the end of the year. Government urges 
employers to exercise voluntary restraint in granting wage increases. 

September: Private industry requested to notify major wage settle- 
ments and price increases to the Government. 

December: Government publishes Industrial Relations Bill pro- 
viding for reforms in trade union law and collective bargaining rules. 


Fiscal policy 


April: 1970/71 budget presented. Increases in income-tax allow- 
ances and exemption limit for surtax. Increase in initial tax 


allowance in respect of expenditures on industrial buildings. Full 
year revenue effect minus £200 million. 


October: Reductions in public expenditure announced to save 
£330 million in 1971/72; including new and higher charges for 
National Health and other services. Announcement of cut in 
standard rate income-tax and in corporation tax for 1971/72 and 
of replacement of investment grants by allowances. 

January 1971: Government announces public expenditure plans 
1969/70 to 1974/75; total expenditure forecast to grow at rate of 
2.6 per cent a year. 

March: Budget for 1971/72 presented. Increases in income-tax 
allowances and reduction in rates; reduction in corporation and 
other taxes; selective employment tax rate halved. Full-year revenue 
effect minus £680 million (including concessions announced in 
October 1970). Social security benefits and contributions increased. 


Exchange control 
January: Travel restrictions lifted. 


May: Import deposit requirements to be reduced from 40 to 
30 per cent (from 30 to 20 per cent September; terminated December). 


August: Separate property-currency market terminated. 


December: Regulations concerning investments 
securities relaxed. 
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2. FOREIGN TRADE AND PAYMENTS 


(i) General review of trade flows 


The decline, described above, in west European econ- 
omic growth between 1969 and 1970 in comparison with 
growth between 1968 and 1969, was shared by most 
economic regions in the world. In North America, which 
accounts for a major proportion of world production, 
there was no growth in GNP between 1969 and 1970 and 
the volume of industrial output fell. According to incom- 
plete and provisional data, economic growth generally 
slowed down in the developing countries. This was true 
also of Japan, Australia, New Zealand and South Africa, 
but these countries taken together achieved much faster 
economic growth than western Europe in 1970. Only in 
the centrally planned economies, whether in Europe or 
in Asia, was 1970 a year of accelerated growth. 


This slowing down in world output growth is reflected 
in a smaller growth of the volume of world trade between 
1969 and 1970 than between 1968 and 1969. On the basis 
of available data ™ the increase in the volume of world 
trade is estimated at close to 9 per cent in 1970 compared 
with somewhat over 10 per cent in 1969. The volume 
growth of world trade * in 1970 remained appreciably 
above the average of 7.5 per cent for the period 1955 


Percentage change over previous year 


Imports Exports 

1969 1970 1969 — 1970 
у Spas dee ee a pam Sle a ag 16 19 18 14 
соот «0 ew aoue 3 Ass 14 11 13 9 
Bester РО ое he lhe 9* 10% 
Australia, New Zealand and South Africa 5 7 11 8 
Developing countries. ........ 6 3 9 5 
Ос Е 5 в 6 8 
OG Re пе ола 12 —4 6 11 
О... 10-11 9 10-11 9 


® Including estimate for centrally planned economies in Аза. 


to 1970. The fall in growth rate between 1969 and 1970 
was, however, less than that of output growth and so 
world trade as a proportion of world production again 
increased. This change was due entirely to the developed 
economies; in the developing countries as a group, 
import and export volumes grew no faster than production. 


* United Nations, Monthly Bulletin of Statistics, April 1971, 
at table B; and for east European trade, see chapter 2, section 5 

ow. 

* Value increase in world trade (including centrally planned 
economies) deflated by unit value index of world exports (excluding 
centrally planned economies), both series taken from various issues 
of United Nations Monthly Bulletin of Statistics. 
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The text-table above presents provisional estimates of 
volume changes in imports and exports between 1968 
and 1970 for the major trading areas (ranked according 
to import growth in 1970). 


In volume terms, there was little difference between 
west and east European trade growth in 1970. Japan was 
the world’s most dynamic trader (both as exporter and 
even more as importer), while North American imports 
grew least. However, imports into the United States 
in 1970 continued to grow moderately despite the stag- 
nation in output growth. Also the developing countries 
experienced very feeble growth of the import volume 
in 1970. 


In value terms world exports increased as fast in 1970 as 
in 1969, or by some 14 per cent, since prices of inter- 
nationally traded goods rose on average by some 5 per cent 
between 1969 and 1970 compared with 3 to 4 per cent 
between 1968 and 1969. Unlike 1969, the 1970 price 
increases were largest for manufactured goods (including 
iron and steel) so that the biggest export price increases 
occurred in western Europe and Nerth America, while 
export prices in other developed market economies appear 
to have riseu only moderately, partly reflecting a steep 
fall in wool prices. Export prices for developing countries 
increased less in 1970 than in 1969. 


Import prices increased more uniformly among the 
regions: only in eastern Europe were such changes (as for 
export prices) moderate since their intra-trade (which 
accounts for the major proportion of their total foreign 
trade) is conducted at relatively stable prices. 


Value data indicate a slowing down in world trade 
growth between the first and the second half of 1970, 
but in volume terms there was little or no reduction. 
As shown below, prices of internationally traded goods, 
which increased steeply between the second half of 1969 
and the first half of 1970, rose more moderately in the 
second half. The General Motors strike resulted in a 
temporary loss of trade, particularly between the United 
States and Canada. 


Changes between 1969 and 1970 in trade values resulted 
in significant shifts in the net trade position of certain 
individual countries and regions. The different practices 
among countries, reporting imports in either f.0.b. or c.i.f, 
terms however, makes it difficult to compare changes in 
net trade positions. It would appear that the biggest 
change, both in absolute and relative terms, occurred in 
North America; in the United States the export surplus 
increased by more than 1 billion dollars and in Canada 
by more than 2 billion (in both countries imports re- 
ported f.0.b.). In Japan the export surplus in f.0.b.-c.i, ae 


Foreign trade and payments 


23 


№ 


terms declined by 0.5 billion dollars but if imports are 
adjusted to f.0.b. terms, by deducting 10 per cent in 1969 
and 13 per cent in 1970,% the result is an increase of 
about 0.5 billion dollars in the export surplus. Very 
provisional data for the developing countries indicate 
(in f.o.b.-c.i.f. terms) a swing from an import surplus 
in 1969 to a small export surplus in 1970; adjustment of 
imports to f.o.b. terms yields a significantly greater 
increase in an export surplus. 


The counterpart to the changes described was an 
increase in the import surpluses of western Europe and 
the group Australia, New Zealand and South Africa. 
Measuring imports in c.i.f. terms, western Europe’s trade 
with the rest of the world resulted in an import surplus 
of $9 billion in 1969 and of $12 billion in 1970. Using the 
same adjustment as above yields a change in the import 
surplus in approximate f.0.b. terms from $4.0 billion to 
$4.6 billion. In the three overseas developed countries 
mentioned the import surplus in f.0.b. terms increased 
from $0.5 billion to $1.1 billion, apparently incurred 
largely in trade with western Europe. 


It should be observed that the changes described above 
do not add up to zero. as would be the case were 
trade flows reported according to the same rules in all 
countries and if there were no time-lags between the 
reporting of a certain flow by respectively the exporting 
and the importing country. In particular the ships reported 
by developed countries as exported to Liberia and Panama, 
to benefit from tax advantages, do not appear in these 
countries’ import statistics. What can be stated with 
some certainty is that the increase in the North American 
export surplus between 1969 and 1970 was to a large 
extent reflected in an increase in the west European 
import surplus. 


26 Available indexes of shipping rates indicate very steep increases 
for tanker and tramp rates (some indexes show a doubling or more 
between 1969 and 1970) while liner rates increased by merely some 
5 per cent. The arbitrary deduction of 10 per cent from the c.i.f. 
value in 1969 and of 13 per cent in 1970 may well underrate the 
influence of the rise in shipping rates. 


The text-table below (based on the data underlying 
table 6) gives a very rough picture of changes in western 
Europe’s net trade with selected partner countries or 
regions. The import data, reported on а cif. basis by 
the west European countries, have been adjusted here 
(as above) to f.0.b. terms by deducting 10 per cent from 
the c.i. f. value in 1969 and 13 per cent in 1970. 


Net trade of western Europe 
in billion dollars 


(Exports f.0.b. minus imports f.0.b.) 


1969 1970 Change 
Australia, New Zealand and South Africa 04 1.1 0.7 
Developing countries. ........ —34 —3.1 0.3 
Paster BUgOpe bo).G: on ole) a) Foe, ou eso 0.5 0.7 0.2 
Matwmland Cita io ns a pe tole oe 0.1 0.2 0.1 
JADA ры —0.3 —0,6 —0.3 
т Е Я и —1.8 —3.4 —1.6 
Rinsecttied о о аа eae 04 0.5 
ROCA ооо —4.0 —4.6 —0.6 


The value of United States exports to western Europe 
increased by 17 per cent between 1969 and 1970, while the 
f.o.b. value of imports increased by 10 рег cent. Canadian 
trade statistics show a 43 per cent increase in exports to 
western Europe and а 4 per cent increase in the f.o.b. 
value of imports. The text-table below shows changes 
between 1968 and 1969 and between 1969 and 1970 in 
trade balances of the United States and Canada with 
major trading partners. 


Despite the slackening in economic activity in both the 
United States and western Europe, the volume growth of 
trade between them underwent little change, while as a 
result of rising prices value growth increased. There were 
particularly large increases in the value of United States 
exports to western Europe of soya beans, cereals, coal, steel, 
aircraft and electronic computers. The expansion of west 
European exports to the United States in 1970 was 
concentrated in certain foodstuffs, motor-cars, clothing, 
shoes and other consumer goods. Western Europe bene- 


Billion dollars 
United States Canada Total 
1969 1970 — 1969 1970 — 1969 1970 
pe nln el al i i IN AI NL EE EAT а о OED 
ated Statesvae sass & Ses Eien tee lee. ca 0.1 0.8 2 
Canada? о ово ont hare She а —0.4 —0. at 28 of x 
JADA Е, о a ee —0.3 0.2 —0.1 0.1 —0.4 0.3 
Westertl, MUrOpe Е aps | УР 1.4 11 —0.3 0.8 1.2 1.9 
Australia, New Zealand and South Africa . —0.1 0.2 —0.1 = —0.1 0.2 
Developing countries... 1 51 5+ «ss - —- 0.6 — 03 —0.1 0.9 
Centrally planned economies. ....... = 01 —0.1 0.1 —0.1 0.2 
Thi ke. 2 ee a 0.7 13 —0.5 2.2 0.5 Е) 


Norte.— The data in this table come from United States and Canadian trade statistics; И will be seen that 
balances with western Europe differ considerably from those shown above based on west European statistics. 
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TABLE 6 


Western Europe’s trade by area of origin and destination 
(Millions of current dollars and percentage change over previous year ) 
en ee 


Imports c.i.f. Exports #.0.Ъ. 


Area of origin for imports 
and of destination for exports 


Percentage change Percentage change 


Value in 1969 


Value in 1969 
ee 1968 — 199 тете 10а 190 ИР 

WSO Ra EUR 5 og oh tS D0 6 bb old 6 6 6 80 235 11 21 17 78 856 11 PA 18 

of which: 
ВЕС ат 53 420 13 23 18 47 951 15 25 18 
BEA Diese. TRCTaCe oa Salen Serene te) cose oh as ages 23 128 7 19 17 24 794 6 15 18 
Restiofawestern’ Europes.) =) ee) ee 3 687 8 18 16 6111 6 21 16 
Rest Of tHORW OLIC оо ое о О sk + mete 49 709 8 12 15 40 668 12 10 11 

of which: 
WnitedeStates;and Canada о оооровообб 15 382 8 11 22, 12 020 23 5 7 
Eastern Europe® and the Soviet Union ...... 5 261 6 11 14 5 229 7 11 13 
JAPAN Memes а о Ос То Е 1798 2 18 49 1351 5 29 26 
Australia, New Zealand, South Africa ...... 3 438 4 13 — 3 495 1 10 17 
Ghinar(matnland) оо оюбоюююю воно 434 —4 16 —5 472 —17 —8 14 
DoCS oo oo oO oD OO 23 283 8 12 11 17 601 12 13 10 

of which in: 

Атенса о Tee ees ts ato ве 5 858 —3 15 10 4 693 14 12 12 
PALVICA оо с ЗО ео О een 8 835 14 17 ip 5 692 8 14 15 
(ASAT es cee eon aes cee GO My: Ear RA Se eee 8 487 11 5 12 6 792 13 i133 5 
Total World (including unspecified) . . . 129944 10 18 Wi 119 524 12 17 16 


Source: OECD, Foreign Trade Statistics, series A, Over-all trade by countries. 
® Including Gibraltar and Malta. 
» Including Iceland. 


fited, however, less from the over-all 15 per cent growth 
in the value of United States imports of consumer goods 
than, for example, Japan, Hong Kong or South Korea. 


Western Europe’s most dynamic trade partner in 1970 
was Japan, west European imports rising almost 50 per 
cent and exports by about one-quarter. Much of the import 
growth consisted of ships (particularly into Greece and 
Norway), but electronic equipment, motor-cars and other 
consumer durables were also important. 


The value of western Europe’s trade with eastern 
Europe increased faster in 1970 than in the two preceding 
years and, as in 1968 and 1969, import and export growth 
was virtually balanced; it is also likely that, in volume 
terms, the growth of this trade accelerated in 1970. If east- 
west European trade were subject to the same changes in 
prices as total west European trade, there was in 1970 a 
deceleration in the volume growth of east-west European 
trade. 


Imports from Australia, New Zealand and South 
Africa did not increase in 1970, largely as a result of falling 
wool prices; exports to these three countries combined 
increased faster than in 1969, influenced no doubt by the 
sustained high volume of investment in mining and manu- 
facturing in these countries. 


In value terms western Europe’s trade with the devel- 
oping countries increased less in 1970 than in 1969. 
Imports from developing countries in Asia, which in 1969 


с Excluding trade between the Federal Republic of Germany and the German 
Democratic Republic. 


had increased only moderately (largely owing to reduced 
petroleum prices), increased in 1970 mainly due to higher 
freight rates. Exports to developing countries in Africa 
and America increased at the same rate as in 1969, while 
the growth of exports to developing countries in Asia fell 
sharply. 


Price developments 


In previous years price changes in international trade 
were negligible (except for specific commodities), but 
between late 1968 and early 1970 prices increased sharply. 
For primary materials, prices rose towards the end of 1968 
and continued to do so almost without interruption 
through 1969 and the first quarter 1970, after which they 
tended to weaken, largely in response to the falling off 
in North American demand.The standard price indexes, 
however, are based on quotations for cash sales on the 
major commodity markets and probably exaggerate price 
fluctuations since a great part of commodity trade takes 
place under long-term contracts. Price changes for traded 
goods affect exports more quickly than imports; hence, 
the weakening of raw material prices in the middle of 1970 
was only beginning to affect west European import unit 
value indices in the third quarter of 1970. In addition, 
shipping rates increased steeply throughout most of the 
year and started to weaken only at end-year. 


Cocoa, sugar and rubber were largely responsible for the 
Increase in primary product prices towards the end of 
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TABLE 7 


Sweden—changes in producer prices, and export and import unit values 


(Percentages, at annual rates) 


Е О ee OE SOS nid Ее Yh ei pret ye cn) es vibe Bare” 


aun 1969 FH 1969 SH 1970 FH 
eae 1963 го 1968 = 1968 10. 19695) 069 Ser вю 1970 ЕН 19 1970 SH 


Food products 

EMT cab Е biden Aude И 311, 312 3 3 5 8 8 

LE = er a В -*. 0.1. 22.4 2 2 6 16 8 

Se eee oe ee Oni 2084 1 5 7 22 11 
Fuels 

Nin eee. heer, Ис 3 —1 —10 —7 4 23 
Tron ore 

a SS ОО ae en es 2301 —1 —2 an 15 11 

оо OR RS Eee eer 28 —2 a —3 12 19 
Finished steel 

Eee es Ss ae ss Ret ee a ex 3710» — 2 48 14 —14 

ex 3710 —1 16 59 32 —16 

Я К С. а 673-7, 678.24 —1 11 25 33 7 

EB Е ое 673-7, 678.2-4 — 8 21 30 2 
Metal manufactures 

Ре A Orne eee 381 2 8 23 19 1 

JW а” о ее Srl ya gee re a 69 4 Я 11 12 5 

Е И ОНА 69 3 1 3 17 17 
Machinery ‘ 

Raat: а а «wis 382 2 2 4 7 5 

Meet sw. (ics tee eee se oe we arg We 4 3 3 11 6 

> 8 олд (ad) о я eee Th 4 4 1 7 9 
Ships 

бе, a ee ee ee И 735 1 3 1 35 6 
Passenger-cars 

lS <p ache ced acetic a See lie eae 3842-9 1 7 4 7 6 

Mima rr. м Se eg 732.1 Я 3 3 14 2 

ROE WN. GH tees: ogee Swe 4% 732.1 22 3 — —1 11 
Chemicals 

Е Oe eee а ag ens ou chy 35 1 —1 —2 4 5 

МА оо “onde salieri вое НА 5 — —1 6 4 1 
Sawnwood 

Pia. фа Go Meee ISAM $ 331111 1 7 7/ 9 4 

>. Ce se ths tare Pe бах лоне 24 1 5 8 5 8 
Pulp 

1d iy Be Cena eas res вефк 341111 — 9 18 22 11 

аа а им о ная 25 — 7 11 23 15 
Paper and board 

РАЯ ce ree 34112 1 1 8 6 

ООН. ИИ Mates Fal te LTS сея 64 — 1 3 11 5 
Textiles 

12 5. Sig: SR ca ata ee ae ee er о 321 1 2 5 2 

МР ор о ие 65 —2 1 1 2 1 


Source: Statistika centralbyrAn, Statistical reports 1971, H 1971: 3 and P 1971:10. b Ordinary steel. 
® For producer prices (P), JSIC; for import (М) and export (X) unit values, STC. © Stainless steel. 
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1968 and early 1969. Cocoa prices remained high through- 
out 1969 but weakened in early 1970; sugar prices reached 
a peak in the middle of 1969, weakened through the rest 
of 1969 but increased again throughout 1970; rubber 
prices reached a peak in August 1969 but subsequently 
fell, partly owing to faltering demand in the United States 
and partly to lower imports of natural rubber into main- 
land China. Non-ferrous metals led price developments 
in the second half of 1969 and early 1970; in the second 
half of 1970 these prices weakened. Coffee prices started 
to increase in the second half of 1969 and fell only in 
early 1971; cotton prices fell in 1969 but recovered in 
1970; wool prices fell both in 1969 and particularly in 
1970. Prices of oilseeds and vegetable oils on the average 
increased both in 1969 and 1970. For foodstuffs, which are 
important in intra-west European trade, price develop- 
ments also varied: meat prices increased steeply in 1969 
and early 1970 but have since declined; butter prices 
which had been low for several years started climbing in 
late 1970 when the EEC’s butter stocks had been liqui- 
dated ; wheat prices also increased towards the end of 1970. 

According to United Nations indexes, 27 export prices 
of manufactures increased between 1969 and 1970 (first 
three quarters) by about 6 per cent, following an increase 
of 3 per cent between 1968 and 1969. (Between 1967 and 
1968 there had been a slight decline, largely due to the 
1967 currency devaluations.) The increase in export prices 
of manufactures in 1969 and 1970 was caused—in addition 
to the general inflation—by a number of factors, the most 
important being the revaluation of the DM in October 
1969 and the boom in steel prices between the second half 
of 1969 and the middle of 1970. Judging from import and 
export unit value indexes for Sweden (table 7), a parti- 
cularly large increase in export prices of ships, steel and 
also of woodpulp (which is not included in the United 
Nations index for manufactures), occurred between the 
second half of 1969 and the first half of 1970, while in the 
course of 1970 the largest price increases appear to have 
been for metal manufactures, woodpulp, motor-cars and 
machinery. On the other hand, there was little change in 
the foreign trade prices of chemicals and textiles in 1969 
and 1970. 


Actual and forecast trade in 1970 

GNP in most west European industrial countries rose 
in 1970 in line with official forecasts, but the volume of 
exports and imports of goods and services increased more 
than forecast. Judging from data on merchandise transac- 
tions only, the “overfulfilment” of expectations seems to 
have related to trade with the rest of the world rather than 
to intra-west European trade. Exports to the rest of the 
world increased in 1970 by some 4 to 5 per cent in volume 
terms, whereas the national forecasts appeared to imply 
little expansion. 

However, the faster than expected export growth had 
no effect on the growth of the west European economy 
(the 1969 Survey part II pointed out that a 5 per cent 
growth of exports to the rest of the world could “add up 
to half a percentage point to the GNP forecast”) since the 
volume of imports from the rest of the world was also 


27 United Nations, Monthly Bulletin of Statistics, December 1970. 


higher than expected. The unexpectedly high imports from 
North America were commented upon above. There were 
other reasons for high imports from other sources in 1970: 
the dry summer and the cold winter boosted imports of 
crude petroleum‘in 1970 (EEC imports increased by 12 per 
cent in tonnage), the strike in the Swedish iron ore mines 
early in 1970, the rebuilding of stocks of imported raw 
materials in several countries as prices increased,* and 
exceptionally big deliveries of ships from Japan to west 
European ship-owners. 

Intra-west European merchandise trade appears to have 
increased in 1970 by about 12 per cent in volume. It should 
be noted that the national trade forecasts are for both 
goods and services, and that (in the 1969 Survey, part II, 
p. 140) these were translated into forecasts for merchan- 
dise trade. Unlike previous years, it appears from the 
available data for 1970 that the growth in services was 
greater than the growth in the volume of merchandise 
trade. One reason—for intra-west European transactions— 
was the large increase in tourism: the number of tourists, 
largely from west European countries, visiting Greece, 
Portugal, Spain and Yugoslavia increased significantly 
faster in 1970 than in 1969; the increase in living costs in 
the industrial countries no doubt had something to do 
with this. In addition, there was an acceleration in inter- 
national migration in 1970 which led to an increase in 
remittances. 

There are also signs that.trade in services between 
western Europe and the rest of the world increased excep- 
tionally fast in 1970: the closure of the TAP pipeline 
involved a large increase in the transport costs of moving 
Middle Eastern oil to Europe, as did the reduction in 
Libyan oil exports. 


Trade experience of individual countries 


Among the 19 west European countries specified in 
table 8, 10 experienced a faster growth in the dollar value 
ofi sorts between 1969 and 1970 than between 1968 and 
1964. The largest decline in import growth was in France 
as a result of the devaluation in August 1969. 


Only eight west European countries experienced an 
acceleration in the growth of the dollar value of exports 
in 1970, namely, the Federal Republic of Germany, 
France, Iceland, Portugal, Sweden, Ireland, Spain and 
Turkey. 


In all west European countries (except Belgium- 
Luxembourg where export prices rose less in 1970 than 
in 1969) the increase in import and export unit values (in 
terms of dollars) between 1969 and 1970 was greater than 
between 1968 and 1969. As a result, in only four of the 
industrial countries did the volume of imports increase 
faster than in 1969, namely, Austria, the Netherlands 
(very marginally), Norway if ships are included, otherwise 
not and the United Kingdom; in Sweden import volume 
growth was about the same in both years; three countries 
experienced a higher growth of export volume in 1970 
eg in 1969, namely Denmark, Ireland and (marginally) 

rance. 


28 This is shown by data for specific commodities; the inventory 
data quoted in the previous section relate to all materials, whether 
imported or domestic, as well as to goods in process. 
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If the пой value indexes are a guide, it would appear 
that most of the increase in foreign trade prices occurred 
between the second half of 1969 and the first half of 1970. 
In the second half of 1970 the increase in import prices 
slowed down in most west European countries, whereas 
export prices continued to rise at only slightly reduced 
rates. 

The text-table below shows percentage changes in 
import and export unit values (in dollar terms) between 
1968 and 1969 and between 1969 and 1970 (countries are 
ranked according to export unit value increases in 1970). 


Imports Exports 

1969 — 1970 1969 — 1970 
ООО) оз eerie ee ee 2.3 8.9 3.8 10.9 
Federal Republic of Germany ... 3.5 5.6 225) 9.4 
Swedeny(t9) 2 о о. 2.8 7.8 3.7 8.6 
Norway (excluding ships) (14) . .. 2.0 6.9 1.9 8.5 
Jrelandi(7) mack. comet tak ооо ee 4.5 8.6 6.0 UP 
United Kingdom (6) ....... 3.4 4.8 3.4 7.0 
Аза. 1.1 10.9 1.1 6.4 
ау 8) Е 0.9 3.0 3.0 Sal 
Switzerland!(30) see eee 2 Bil 0.8 5.0 
Репа (ее oss 1.8 55 Ba 4.6 
БОЕВ (029) ‹ оооовазо 3.0 6.8 2.0 3.8 
Belgium-Luxembourg® (21) .... 3.0 3.9 4.9 3.4 
Brances(21) gree. a nan rte ree ees 1.0 4.4 1.7 3.0 


Sources: United Nations, Monthly Bulletin of Statistics, New York, April 1971: 
ECE, Statistical indicators of short-term economic changes in ECE countries, 
Geneva, April 1971. 


Моте.— Figures in brackets are imports from the Federal Republic of Germany 
as a percentage of total imports in 1968. 


® 1970 based on January—November. 


In industrial western Europe (excluding Norway since 
the trade data in table 8 include ships while the unit value 
indexes exclude them) imports c.i.f. increased between 
1969 and 1970 by $1.7 billion more than exports f.o.b. at 
current prices (table 8); however, at 1969 prices (using the 
unit value indexes given in the text-table above), the change 
is $2.4 billion. In other words the terms of trade gain for 
these 11 countries was of the order of 0.6 billion dollars. 
The text-table below shows, in round figures and with due 
reservation for the accuracy of unit value indexes, that 
the Federal Republic of Germany had the largest terms 
of trade gain in 1970, followed by the United Kingdom 
and Italy. The Netherlands, Switzerland, France and 
Austria lost most on the terms of trade, France because 
of its devaluation, the other three to some extent because 
they are more dependent on imports from the Federal 
Republic of Germany than any other west European 
country. 


Among the countries not listed below, Iceland moved 
from deficit to a small surplus on trade account while 
there was little change in the trade balances (in current 
prices) of Ireland and Spain. Norway, on account of 
ships, Portugal and Yugoslavia incurred significantly 
higher deficits. Altogether, 14 out of the 19 west European 
countries had higher import surpluses in 1970 than in 1969. 


Among the west European countries, Yugoslavia 
recorded in 1970 the largest increase in the value of 


Million dollars 


Change in trade balance 
c.i.f.-f.0.b. 1969 to 1970 in: 


of trade 
а gain 
Constant prices Current prices 

Belgium-Luxembourg . 100 50 —50 
Fed. Republic of Germany . —1 110 250 1 360 
Francecas. 2h. ee 1 430 1 080 —350 
а oak ee een —1 240 —1 040 200 
Netherlands! =.) eae —180 —600 — 420 
Аа и ок —100 —280 —180 
Denmarkes, Go =) oie —170 —250 —80 
Finland!’ g ee 8 ee —300 —290 10 
Swedenzi ие ee —40 —20 20 
Switzerland amen eee —440 —690 —250 
United Kingdom .... . —320 60 380 
Total of listed countries . —2 370 —1 730 640 


imports, followed by Finland, Austria, Norway (including 
ships) and Portugal. In Finland and Austria, which in 1970 
had the highest rates of economic growth among the indus- 
trial west European countries, imports of raw materials 
and producer goods increased particularly fast in 1970 
(Finnish imports of iron and steel increased by 70 per cent 
in value). In Norway the higher rate of import growth 
in 1970 resulted entirely from deliveries of ships. Imports 
of goods (excluding ships) increased no faster in 1970 
than in 1969, but whereas in 1969 consumer demand had 
been the main factor behind import growth, in 1970 stock 
accumulation and investment were responsible. In 
Portugal also, stock accumulation and fixed investment 
were responsible for import growth in 1970 (see section 4 
for further detail). 


The value of imports increased by about 20 per cent in 
the Federal Kepublic of Germany, Italy, the Netherlands, 
Sweden and Switzerland. In the Federal Republic of 
Germany imports of aircraft (jumbo-jets) and of ships 
more than doubled, imports of telecommunications 
equipment increased by 89 per cent, metal-working 
machinery by 69 per cent, and electronic data-processing 
equipment by 61 per cent. In Italy there were large 
increases in imports of machinery and textiles. In the 
Netherlands new refining capacity resulted in a steep 
increase in imports of crude petroleum (and an even 
larger increase in exports of refined petroleum). In Sweden 
and Switzerland imports of machinery and food expanded 
in 1970. 


In Belgium-Luxembourg and Denmark the value of 
imports increased by about 15 per cent, which was less 
than in 1969: none of these countries are major importers 
of steel (and thus avoided the price boom). In volume 
terms import volume growth was halved between 1969 
and 1970. In Belgium-Luxembourg increases in imports 
of textile fibres, textiles and transport equipment were 
particularly small. In both countries imports of food and 
vegetable oils expanded. In France and the United 
Kingdom, the value of imports in 1970 increased by 
10 per cent, which in the United Kingdom represented a 
doubling of import growth from the previous year. 
In France, the highest import growth rates were for 
petroleum, iron ore, iron and steel manufactures, machine- 
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tools, aircraft and ships. In the United Kingdom there 
was, exceptionally, no increase in the value of petroleum 
imports, and a large fall in imports of transport equipment, 
reflecting lower imports of aircraft from the United States; 
there was on the other hand a large increase in imports of 
passenger-cars. 


Among the industrial west European countries the 
Federal Republic of Germany, France, the Netherlands, 
Austria and Sweden, the dollar value of exports increased 
by around 20 per cent in 1970. These countries recorded 
fast export growth in most commodity classes. Unusually 
high rates of export growth occurred in cereals for the 
Federal Republic of Germany (particularly barley to 
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Poland), in wine, ores, chemicals, electrical machinery 
and motor-cars for France, in petroleum products for 
the Netherlands, and in beverages and tobacco for 
Sweden. 


In the other industrial countries export growth ranged 
between 9 per cent (Switzerland) and 16 per cent (Finland), 
value ahd volume growth in both countries being lower 
than in the previous year. 

The fall in the rate of growth of export volume between 
1969 and 1970 was due to a large extent to capacity 
limitations (hence the fast price increases for steel, 
pulp, etc.). In France, however, policies (including the 
devaluation) deliberately shifted resources to exports. 


(ii) Balance-of-payments developments 


Mainly as a result of developments in merchandise 
trade, western Europe’s current account surplus in 1970 
declined by about $0.9 billion (table 9). Net invisible 
earnings do not appear to have changed significantly 
in 1970. Net earnings on shipping have increased as a 
result of higher freight rates. There was also some im- 
provement in the region’s balance on travel and invest- 
ment income vis-a-vis the United States. These favourable 
changes appear to have been largely offset, however, by 
a decline in net unilateral transfers from the United 
States and other invisible transactions with the rest of 
the world. 


In five countries, however, the current balance improved 
in 1970, namely, Belgium-Luxembourg, France (a strik- 
ingly large improvement), Ireland, Spain and the United 
Kingdom. The biggest reductions in current surpluses 
were in the Federal Republic of Germany and in Italy. 
Although in most countries changes in the current balance 
accorded broadly with those in the merchandise balance, 
there are significant exceptions. Thus the small increase 
in the Federal Republic’s merchandise surplus was much 
more than offset by a big rise in the deficit on invisible 
transactions (most of it equally divided between the rise 
in net travel expenditure and in workers’ remittances). 
In Sweden the fall in the current surplus is wholly due to 
invisibles (mainly net travel expenditure). 


These changes in the current balance may be viewed 
against the background of inflation in the domestic 
economies. One way of looking at them is shown in 
table 10 which shows how the impact of “excess demand” 
— in the sense of a greater increase in domestic expenditure 
in money terms (described as the “expansionary impulse”) 
than in the volume of domestic output—is distributed 
between the foreign balance and a rise in prices. 


In 1970, all the industrial countries of western Europe 
(except Switzerland) experienced an expansionary impulse 
and a level of excess demand well above the 1960-1969 
average. The striking feature of 1970 however, was, that 
in nearly every country the greatest impact fell on prices 
and not on the foreign balances (Finland is an exception). 
The experience of 1964—the last year of a generally high 


level of excess demand—was rather similar. This is natural 
enough when inflationary pressures are widespread. 


Table 10 also relates the current account balances 29 
to GNP. In most countries, changes in 1970 brought 
the current balances closer to the long-term (1960-1969) 
average. Thus the Federal Republic of Germany’s surplus 
sank in 1970 to about the long-term average of 2 per cent 
of GNP after three years well above it. For France, the 
surplus rose to just under the long-term average of 0.6 per 
cent of GNP. In Italy, the surplus fell to just under the 
long-term average of 1.2 per cent. The United Kingdom, 
on the other hand, enjoyed a current surplus of nearly 
2 per cent of GNP, compared with a long-term average 
of 0.3 per cent. The Netherlands, Sweden and Switzerland 
showed balances well below their long-term averages, 
while Austria, Belgium, Finland and Norway were well 
above them. 


Developments in the United States 


To a large extent the counterpart of the decline in 
western Europe’s current surplus was an improvement 
in the current account of the United States. This was 
associated with a below-average expansionary impulse and 
a small decline in the volume of output. Despite this, 
excess demand—expressed as a percentage of the previous 
year’s GNP—was higher than in any other year of 
the 1960s. This was absorbed by an exceptionally fast 
increase in prices (the highest since 1951) and was not 
reflected in the external balance (table 10). 


Despite the improvement, the current surplus on goods 
and services of the United States in 1970, at under 0.5 per 
cent of GNP, was only half its long-term average. This 
was, nevertheless, a reversal of the trend since 1964, when 
the gradual deterioration of the country’s current account 
started. It was linked to the above-average excess demand 
that prevailed throughout the second half of the 1960s. 


29 The current balances in table 10 are from national accounts 
which include goods and services and net factor income but exclude 
transfers. They thus differ from the current balance in table 9, 
which is based on balance-of-payments data and includes both 
public and private transfers. 
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TABLE 9 


Current account and changes in official monetary 


reserves in selected countries of western Europe and the 


United States in 1969 and 1970; and total official monetary reserves at the end of 1970 
(Millions of curre~t dollars) 


1969 


к 


1970 Total official 
monetary reserves 


Country or area eae ee Change in и decosegt Chane: at the end of 1970 
Belgium-Luxembourg у 84 201 744 459 2847 
Federal Republic of Germany . 1578 —2 819 725 6 481 13 610 
France. fab wt ei ee oe —2178 —368 100 1127 4960 
И о eae ОО 2435 —329 848 286 5 299 
Е о ооовобо —14 66 —414 705 3 234 

2 сено оао с 1905 —3 249 2003 9 058 29 950 
Хи greases cates ae cuss 98 27 —10 220 1757, 
Бешта cas. teense —413 —3 —533 38 484 
Finland ео в о ю aes 21 5 —226 121 480 
В до of Oo 6 6 & Gu 134 10 —183 95 807 
Portugal eee oat 216 82 134 5 1501 
Зее Е и" —235 —119 —443 66 762 
Switzerlan с оо ово 525 63 58 706 4701 
United Kingdom ...... 1049 105 1514 300 2827 

ВЕГА Е ое 1395 170 311 1 603 13 319 
Суре Я —14 20 —20* 28 204 
А at ays oS fs —343 —5 —410 —7 310 
В орт a tes —166 146 —149 5 696 
И cabs —426 131 50 536 1817 
ОТК о —164 122 —170 181 426 
oY UgOSIAVIA о еее — 63 121 —300 —68 185 

Rest of western Europe” —1176 535 —999 675 3 638 

Total western Europe 2124 —2 544 1315 11336 46 907 
ОЗ уд обв ов с —885 1254 638 —2 477 14 487 


Sources: IMF, International financial statistics, March 1971; national statistics; and secretariat estimates. 
® Balance-of-payments data; goods, services and transfers (private and government). 


b Excluding Iceland and Malta. 


The improvement of the current account in 1970 was more 
than offset, however, by a steep increase in the outflow of 
United States private capital—mainly direct investment— 
although the outflow of United States government capital 
was reduced. The result was a small improvement in 
the deficit resulting from the combination of current 
transactions and United States long-term capital outflow, 
compared with 1969. The combined deficit remained 
nevertheless greater than in all the averages for post-war 
periods shown in table 11. This can be regarded as 
meaning that the gap between the export of real resources 
and that of financial capital has gradually widened in 
these years. Only in the years 1946-1948 did the export 
of real resources—or the excess of domestic saving over 
domestic investment—exceed the export of United States 
financial capital, both private and government. Through- 
out the rest of the post-war years there was a persistent 
transfer gap i.e an excess of the outflow of United States 
financial capital over the net export of real resources. 
This increased gradually from an average of $1.6 billion 
in 1949-1957, to $2.0 billion in 1958-1964, $4.8 billion 
in 1965-1969 and $6.2 billion in 1970. It reflected mainly 
the fast expansion in the export of United States financial 


capital, and to a lesser extent the decline of the current 
surplus in the second half of the 1960s. This is one aspect 
of the relative decline, in the course of the last decade, 
of the United States role as a net supplier of goods and 
services to the rest of the world and of the expansion of 
its role as a world banker. 

Significant changes have also taken place in the manner 
of financing this gap. In 1949-1957 and 1958-1964 the 
most substantial share of the transfer gap was financed 
by the accumulation of United States liquid liabilities to 
foreigners (and a decline of official reserves in the years 
1958-1964), but in the second half of the 1960s the most 
important share was financed by an inflow of foreign 
“long-term” capital (mainly purchases of United States 
securities) and, to a lesser extent, by a further accumu- 
lation of United States liquid liabilities to foreigners. 
Thus, up to 1965 the United States operated as a financial 
intermediary by borrowing short term and lending long 
term, but in the second half of the 1960s, the nature of 
this operation has somewhat changed, with the increase 
in United States “long-term” borrowing. This was partly 
due to the measures taken by the United States for the 
improvement of its balance of payments. The only im-: 
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TABLE 10 


The expansionary impulse and its absorption in selected industrial countries of western Europe and the United States 
expressed as percentages of GNP in the previous year 


(1960-1969 averages and deviations from the average in 1964, 1969 and 1970) 
ee ee te ee ee 


Sources; United Nations, Yearbook of national accounts statistics; OECD, 
Statistics of national accounts; national accounts questionnaires, national statistics 
and secretariat estimates. 
Note.— Line 1. Expansionary impulse equals national expenditure of the 

current year at current market prices minus gross national 


product of the previous year at current market prices. 


Average Deviations Average Deviations 
1960-1969 1964 1969 1970 1960-1969 1964 1969 1970 
Е А Austria Belgium 
1. Expansionary impulse’ гг. 9.4 0.1 —0.2 2.3 
2. Increase in the volume of production. . . . 4.7 1.6 17 2.0 ie 4 г. о 
3. Excess demand 0.1... Whim Ney ea) oc WOE 2.8 papel) и - 
2 ICTEASE IN PLICES HH a. eee sa ee es 3.8 —1.0 —0.6 1.2 aK 1.9 0.7 1.4 
Сев: account: 697. 14.. GOP A 0:9 0.5 1.2 0.9 0.3 —0.3 0.6 1.2 
са." i ео ir be ОА ЗАО 
‘ire ие Denmark Federal Republic of Germany 
. Expansionaryimpulse .......... 12.4 4.2 3.9 3.0 6.12 
2. Increase in the volume of production. ... 5.0 4.0 2.9 —0.5 4.88 ae sh a 
3. Excess demand Ч, сил 7.4 0.2 1.0 3.5 1.3а 0.3 —0.4 4.5 
re BRCRCASE EDUC о... 0%. . 57 —0.4 0.3 2.4 3.28 —0.3 0.5 4.5 
ЕВЕ ЗСО онл ws us ne, —1.7 —0.6 —0.8 -—1.1 95 —0.6 0:9 0:0 
ен Ss we el eed о ть be he pee as! ae be ee 
Finland France 
1: Expansionary AM PUISE wok somes bc en kc 2 11.9 5.4 1.4 0.5 9.7 1.2 6.5 0.7 
2. Increase in the volume of production. . . . 5.2 122 4.0 1.3 5.9 0.7 2.0 —0.1 
3. Excess demand Te ee SMe nc 6.7 4.2 —2.6 —0.8 Ba), 0.5 4.5 0.8 
MmeeINCTCASC IN PLiCOS ее ве 5.4 2.8 —1.3 —0.5 4.4 —0.1 Sul 1.1 
ptcurrent ACCOUNT 3..2 рии ce ns —1.3 —1.5 133) 0.3 0.6 —0.7 —1.3 0.3 
Italy Netherlands 
1; Ехрапзювагу impulse... : .. .... >; 8.6 0.1 —2.0 ey 9.6 9.0 1.4 1.6 
2. Increase in the volume of production. . . . 57 —2.8 —07 —0.1 5.4 3.5 — 0.3 0.6 
3. Excess demand о OS Se th Dn he oes 3.0 2.8 —1.3 1.8 4.3 55 1.6 0.9 
A eENCTCASE IN DVICES 308 ty о пн 4.2 2.2 —0.0 1.3 4.9 3.7 1.3 0.4 
Nemec Urrent ACCOUNL Е и о Gus 1.2 —0.6 1.3 —0.5 0.7 —1.7 —0.3 —0.5 
Norway Sweden 
i-7-Expansionary impulse .--.......- 10.6 14 —4.1 6.5 9.02 2.3 0.5 2.8 
2. Increase in the volume of production. . . 4.8 —0.0 —0.6 —1.3 4.78 shi 1.2 —0.3 
PEER COSSCCINATIC Gita. о ри Jes 5.8 14 —3.5 7.8 4.3% —0.9 —0.7 3.1 
отстает ре ое а 5 3.8 2.0 —0.4 7.9 4,38 —0.2 —1.2 2.1 
5 оао о о Ор РЕ —2.0 0.6 3.1 0.1 —0.08 0.6 —0.6 —1.1 
Switzerland United Kingdom 
i] Expansionaryimpulse > ..:..:... 7.8 42 —3.9 —0.4 6.3 3.0 —1.0 0.9 
2. Increase in the volume of production ... 4.6 0.4 07 —0.2 3.0 2.5 —1.5 —1.0 
BS OMEXCESS Четала. еее. 3.1 3.8 —4.6 —0.2 3.3 0.5 0.6 1.9 
Я лете вел се ее еее 4.4 0.8  —1.1 0.3 3.6 —0.5 1.8 3.4 
ВИ Ино р сю о с ю О О 1.3 —3.0 3.5 0.5 0.3 —1.0 1.3 1.5 
ео 
United States 
1. Expansionary impulse .......... 6.0 —0.2 1.5% —1.5% 
2. Increase in the volume of production. ... 4.4 11 —1.5* —4.8* 
8 Excess Черапа я еее еее 1.6 —1.3 3.0* 3 
4, vIncrease in рг1сез > + ss see as AN) —0.7 2.4* 2.8% 
р оси «6. + = ЕЕ 0.8 0.6 —0.6* —0.5* 
— д фр  рЁеё  л 8 —_——&—&®>›юшШ3—3—<—<—<—ж—Жж———Ы—а—ю—юЮ—хОюЮюЮ»— 


Line 3. Excess demand (‘inflationary effect’’) equals expansionary 
impulse minus increased volume of production equals increase 
in prices plus current account deficit. 

Current account deficit equals imports of goods and services 
minus exports of goods and services plus net factor income 
from abroad, 


Line 5. 


® 1961-1969. 
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TABLE 11 


The United States balance of payments 
Annual averages 1946-1948, 1949-1957, 1958-1964, 1965-1969 and 1970 


(Millions of current dollars) 


1946-1948 1949-1957 1958-1964 1965-1969 1970 
1 576 638 
Tame ФЕ ооозоооооповою аыообо 5 290 138 2079 
of which: military гапзасНопз (4 -- 5 - 16 + 28)........ —582 —1970 —2 596 —2 934 —3 358 
lime оо о бе ЕЛЕ с овоопообосооос —3320 —1 747 —4 121 —6 376 re = 
(a) United States private (33 + 34 + 35 + 36 + 37 + 39) —564 —1 369 —3 009 —4 375 > re 
(5) United States government (41) .........+.+.... —2 756 —378 —1112 —2001 = 
В Ва апсе (iransfenigap)) п ее ее 1971 —1 609 — 2042 —4 800 —6183 
Financing of transfer gap: 
(a) Foreign long-term (52 + 53 + 54 - 55 + 57 + 58) ..... —464 283 602 3 443 3 158 
(6) United States liquid liabilities to foreigners (59 + 60) =115 1000 1860 2660 1371 
(©) почем (В СИЕ] оо роб ово бовоосо —211 —166 —941 —151 —414 
(4) Official reserves (increase in assets: —) (46)......... —1 891 103 1 166 —45 2477 
ИЯ ФО) о oe oo no hho He Oo eG OE —1 438 171 1055 1p? 781 
(e)pNetietrors andiomiussions (бе omen i -nm 711 389 —645 —1107 —4098 


Source: United States Department of Commerce, Survey of Current Business, 
June 1970, pp. 34-35; December 1970, pp. 30-31. 


Note.— The figures in brackets relate to the relevant lines of the Survey of 
Current Business. Small statistical discrepancies have been included under “Ме! 
errors and omissions’’ (63). 


portant departure from this pattern in 1970 was a signi- 
ficant decline in the country’s official monetary reserves, 
despite the first allocation of Special Drawing Rights. 
This decrease reflected mainly a decline of holdings of 
foreign exchange, accounted for by a reversal of reciprocal 
assistance arrangements with foreign central banks 
(table 11). 


Capital movements 


The progress towards equilibrium in the current account 
of the United States and the major countries of western 
Europe was accompanied by a return of private long- 
term capital movements to a more usual pattern. 


In 1970 the net outflow of long-term capital from the 
United States increased. This reflected mainly an increase 
in United States direct investment and a decline in pur- 
chases of United States stocks by foreigners. These 
movements were only partly offset by a decrease of net 
purchases of foreign securities. 


The outflows of private long-term capital from both 
Italy and the Federal Republic of Germany, which were 
exceptionally large in 1969, declined substantially in 1970. 
In Italy, the reduction of long-term private capital outflow, 
together with the reduction of the current surplus, brought 
the country’s external account to a more normal pattern. 
In the Federal Republic of Germany the reduction of the 
outflow from $5.3 billion in 1969 to $0.6 billion in 1970 
reflected largely a substantial decline in portfolio invest- 
ment abroad, to a large extent the counterpart of the 
decrease in purchases of United States securities by 
foreigners. A considerable reduction was also recorded in 
the amount of credits and loans extended to foreigners, 
and an increase in the amount of credits and loans 
obtained abroad. This was a response to the changing 


в Including the allocation of special drawing rights (62), amounting to $867 
million. 


pattern of interest rates as a result of the considerable 
easing of monetary conditions in the United States, while 
those of the Federal Republic of Germany remained 
relatively tight although discount rates were progressively 
reduced. The United Kingdom, which recorded a net 
inflow of private long-term capital in 1969, experienced a 
net outflow of $168 million in 1970, mainly because of 
an increase in United Kingdom investment overseas. 
Presumably France continued to benefit from a net 
inflow of foreign long-term private capital. 


The easing of monetary conditions in the United States 
and their relative tightness in western Europe were the 
main determinants of short-term capital movements 
in 1970. The liabilities of United States banks to their 
foreign branches, which had increased by $6.8 billion 
in 1969, declined by $5.2 billion in 1970. This was induced 
largely by the reserve requirements imposed by the 
Federal Reserve Board towards the end of 1969 on 
Euro-dollar borrowings. It reflected also the development 
of an alternative domestic source of borrowing, through 
the issue of commercial paper by bank holding companies. 
Moreover, the attraction of Euro-dollar loans to United 
States banks was further reduced as a result of the rise 
in the ceilings imposed by Regulation Q in January and 
the suspension of those on large certificates of deposit of 
short maturity in June 1970. The substantial reduction of 
the liabilities of United States banks to their foreign 
branches led’to a decline of interest rates in the Euro- 
dollar market and a considerable accumulation of dollars 
by foreign central banks. Towards the end of 1970, the 
Federal Reserve Board found it necessary to discourage 
United States banks from making further repayments of 
their Euro-dollar loans, through the increase of the 
marginal reserve requirements on such borrowing for 
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The Federal Republic of Germany, where monetary 
conditions remained relatively tight, recorded an inflow 
of short-term funds amounting to $3.8 billion in 1970. 
This was accounted for by the transactions of both credit 
institutions and enterprises; it was more than three times 
bigger than in 1969 and by far the biggest inflow recorded 
in the post-war years by the Federal Republic. 


In the United Kingdom, gross sterling balances of 
overseas sterling area countries increased by $935 million 
in 1970 compared with $614 million in 1969. This reflected 
the growing confidence in the parity of sterling as a 
result of the strong position of the country’s current 
and long-term capital accounts, and was in line with 
the pattern that prevailed since September 1968 when the 
Basle agreements relating to the sterling balances were 
concluded. 


In Belgium-Luxembourg the considerable improvement 
of the current account was partly offset by a switch of 
the capital account from a net inflow to a net outflow. 
Foreign borrowing by the government sector was substan- 
tially reduced and investment abroad steeply increased 
(mainly direct investment). 


In all other industrial contries of western Europe, the 
worsening of current accounts appears to have been more 
than offset by a net inflow of capital. 


Changes in reserves 


As a result, all industrial countries of western Europe 
in 1970 recorded an increase of their official monetary 
reserves. By far the most important was the increase in 
the Federal Republic of Germany—$6.5 billion compared 
with a decline of $2.8 billion in the previous year. It was 
followed by France where reserves increased by $1.1 billion 
compared with a decline of $368 million in 1969. The 
Netherlands and Switzerland each also recorded an 
increase of $0.7 billion in 1970. In the Netherlands 
(judging from data for the first three quarters) it reflected 
largely a steep increase in foreign direct and portfolio 
‘investment. In Switzerland, the increase was mainly 
accounted for by foreign exchange swaps between the 
‘Central Bank and the commercial banks towards the 
end of December 1970. 


In the United Kingdom, official reserves increased by 
$0.3 billion, compared with $0.1 billion in 1969; this is 
small in view of the substantial improvement of the 
country’s external account in 1970 but the surplus 
was used for repayments of debts to central banks 
($2.8 billion) and to the International Monetary Fund 
($322 million). 

The official monetary reserves of western Europe 
increased in 1970 by $11.3 billion compared with a decline 


30 See, United States Department of Commerce, Survey of 
Current Business, January 1971, pp. 30-31. 


of $2.6 billion in 1969. The increase in 1970 was in fact 
the largest recorded in post-war years. $10 billion out of 
the total increase in 1970 was accounted for by foreign 
exchange. This reflected the large increase of United 
States liquid liabilities to western Europe’s central mone- 
tary institutions, partly because of a shift from commercial 
banks. $1.3 billion was accounted for by Special Drawing 
Rights. This and increases in the Fund Reserve Position 
more than offset the relatively small reduction of gold 
holdings, which reflected gold subscriptions to the Inter- 
national Monetary Fund in connexion with increases in 
the quotas (table 12). 


The decline of official reserves in the United States 
by $2.5 billion financed only a part of the over-all United 
States deficit; on the liquidity basis, this amounted to 
$2.87 billion in 1970 compared with $7.01 billion in 1969. 
On the basis of official reserve transactions there was a 
deficit of $9.82 billion in 1970 compared with a surplus 
of $2.7 billion in 1969. This discrepancy reflects mainly 
the shift of dollar liquid liabilities from commercial banks 
to official holders in the course of 1970. 


The official reserves of developing countries increased 
by $2.5 billion in 1970. This reflects an improvement in 
their trading position, an increase in the official reserves 
of the Libyan Arab Republic by $0.7 billion and an 
addition to their reserves of $0.5 billion of Special 
Drawing Rights (table 12). 


Prospects 


For most west European countries, the national 
forecasts (table 1) imply for 1971 very little change in 
current balances, on present policies, although the 
development of the terms of trade introduces a significant 
element of uncertainty. A more expansionary policy in 
the United Kingdom would probably reduce somewhat 
the country’s large current surplus. In Denmark and 
Sweden policy is bound to be especially concerned to 
reduce the deficits. The gradual reduction of extreme 
surpluses or deficits during the last two years should 
help to maintain a better equilibrium; and the recent 
increase of IMF quotas and the second allocation of 
Special Drawing Rights in January 1971, provide addi- 
tional means for financing any imbalances that may arise. 
The general expectation for the United States is a tem- 
porary decline in the trade surplus as imports accelerate, 
while export growth may well slow down with the 
expected fall in growth of world trade and particularly 
of west European imports. *! There is no good reason why 
such a decline in the United States trade surplus—which 
may well be offset by a continued upward trend in net 
invisibles should in itself disturb the prevailing interna- 
tional balance. 


31 In testimony to the Joint Economic Committee of Congress, 
the Secretary of Commerce provided a forecast increase in United 
States imports in 1971 of about 12-14 per cent (11 per cent in 1970) 
and in exports of 10-12 per cent (14 per cent in 1970). This implies 
a fall in the trade surplus of about half a billion dollars. 
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TABLE 12 


Changes in official monetary reserves by main region in 1969 and 1970 
(Millions of current dollars) 


Country or area Position at end-1968 1969 1970 
United Kingdom: “Total. и... 2 422 105 300 
of which: 
Gold Serre ee ie, ee ae pecs er mies sees 1 474 —3 —122 
[eRe 5 5 op 6 GS OS Goo G6 6 Os 948 108 156 
Fund: reserve position nai) eee ЕЕ 5: — —= = 
SD RS: che eee а о ПО, & ole — — 266 
Continental western Europe: Total .......... 35 566 —2 659 11 023 
of which: 
Gold tarts в. ow 20 314 —752 —433 
Foreienvexchangen 1. ater оо Зе oe 11 465 —379 9 904 
Pundireserveipositionicast | Gaee о es 3 787 —1 528 487 
SD RSM te esac tek А Gas iets peg cee — — 1065 
United: ацетат вые 15 710 1254 —2 477 
of which: 
GOLD ea о ete ee mms 1 10 892 967 —787 
Poreigniexchangerc оо а ве 3 528 —747 —2 152 
Bund reserve рол 1 290 1 034 —389 
са го ee — — 851 
Сапада ава Зарай Total gai. es) +) ss ann es 5 952 808 2758 
of which: 
Goldat а ое a nee 1219 66 38 
Foreignvexchange som. ow) oases Е 4 237 134 1 854 
inligetoarsneaitye g § ¢ 5 5 59 oo DO ow oo № 496 608 538 
SIDRSSe ео > № — — 328 
иена? ЧКОЕЙ 5 бо ооо 2990 —219 55 
of which: 
Ere) (el BA ey eee ee ne by RGR oe een 1501 —122 —473 
Stag EES Conteh о Ate BiG ea ams oe 5 1174 —195 443 
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Source: IMF, International financial statistics, April 1971, 


3. INFLATION 


In the present section, certain aspects of the inflationary process in the industrial 
countries of western Europe are studied with special emphasis on the features which 
distinguish the experience of the last two or three years from earlier periods of 


inflation.®2 


(i) The course of prices 


In all industrial countries price rises accelerated con- 
siderably in 1970, except in France and the Netherlands 
where the main acceleration occurred in 1969. As a very 
general indicator, the unweighted average increase for 
all industrial countries in gross domestic product prices 
(the over-all deflator for GDP shown by national 
accounts) rose by almost 6 per cent in 1970 against 4 per 
cent in 1969. This over-all indicator, when examined over 
the whole period since 1953, shows three cycles of price 
increases in industrial western Europe: 


GDP prices: annual percentage change 
(Unweighted average for 13 industrial 
west European countries) 


First cycle Second cycle Third cycle 
1953 0.0 1959 1.8 1968 3.6 
1954 1.8 1960 2.6 1969 4.1 
1955 3.1 1961 3.3 1970 3.9 
1956 4.9 1962 3.9 
1957 4.1 1963 4.3 
1958 33 1964 4.8 

1965 4.7 

1966 4.3 

1967 3.6 


The first cycle, 1953 to 1958, is relevant to current 
experience because it demonstrates, for the area as a 
whole, the familiar lag of prices behind output develop- 
ment. In most countries, the peak of output increases was 
reached in 1955, followed by a general slowing down to 
the recession of 1958, and by a recovery of output growth 
in 1959 and 1960. Changes in the average rate of price 
increases followed by a year. In the same way, prices 
continued to rise in 1970 although the rate of output 
expansion was generally falling. (The average experience 
in the second cycle, from 1959 to 1967, is less revealing, 
because the output cycles varied much more between 
countries than in 1953-1958 or 1968-1970.) 


This is, however, only a very broad picture and must be 
qualified by more specific analysis. Table 13 contains five 
principal price indicators for each country since 1953 


82 рог a fuller study of some other aspects of the inflation and of 
the impact of various types of policy, see OECD Inflation: the present 
problem, Paris, December 1970. 


(GNP deflators, producer prices for manufactures, con- 
sumer price indexes, 33 and unit values of imports and 
exports). From the data presented there, certain special 
features of’the current price developments can be picked 
out: 


(a) On average, for the industrial countries, the GDP 
price rise of 5.9 per cent in 1970 was the largest in the 
period of 18 years examined. But the steepness of the 
rise in this price indicator was largely due to the fast 
increases (6 to 11 per cent) in four countries—the Federal 
Republic of Germany, Norway, Sweden and the United 
Kingdom. In all the others, the rise in this indicator 
in 1970 had been equalled or exceeded in some other 
year since 1953; the average price rise omitting these 
four countries was 4.8 per cent—no faster, for example, 
than in previous price peaks (1956 and 1964-1965). 


(5) Inflationary trends have been more widespread 
in 1970 than at any time since the Korean War. Peaks in 
price rises were reached by the various countries (other 
than the four mentioned above) in different years. These 
peaks are not always connected with the general west 
European business cycle, but were often the effect of 
special factors (e.g. the relaxation of controls in France 
in 1958, the “crisis of the economic miracle” in Italy 
in 1963, the wage explosion in the Netherlands in 1964, 
the Finnish inflation in 1968, the over-heating of the 
Swiss economy in 1962). Thus, in previous peak years, 
at least one of the large west European countries, or 
the United States, did not witness excessive price increases. 
But, in 1970, inflation was more generalized, with no 
moderating influence from any of the major countries. 
The United States too, which had enjoyed a seven-year 
period of relative price stability from 1959 (an average 
annual rise in GNP prices of 1.5 per cent), experienced 
in 1970 a record increase of over 5 per cent (table 13). 


(c) Another unusual feature of the present cycle is 
the abrupt rise in producer prices of manufactured goods. 
Usually, in the early stages of the business recovery, 
industrial prices increase moderately, or even decline. 
They tend to rise in the late phases of the economic 
upswing, under the effect of both increasing pressure of 
demand and of increasing unit costs. In upswings, profit 


88 These are the official indexes of consumer prices (sometimes 
described as “cost-of-living indexes”). They often vary somewhat 
from the implied deflators for private consumption in national 
accounts, 
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margins widen, and employers are vulnerable to wage 
claims; cost increases can be transmitted to selling prices. 
Usually, a pause follows during the period of slackening 
demand and in the first years of a new revival, until the 
typical pattern of a new boom is repeated. This process 
emerges clearly from table 13 for a number of countries. 
However, while in the previous cycles the timing, length 
and amplitude of the process was widely different from 
country to country (also because some countries had 
their own “peculiar” cycle), there is a remarkable syn- 
chronization in 1970. The peak years for rises in indus- 
trial prices are summarized in the table below. 


The industrial price peak for the 1950s was spread, in 
the various countries, over six years—from 1954 to 1959— 
and that for the first half of the 1960s was spread over 
five years from 1961 to 1965. But the most recent price 
peak was highly concentrated in two years, 1969 and 1970 
(eleven observations out of thirteen), when the rise was 
also (except in Austria and the Netherlands) * a record 
since 1953. In eight countries, the rise of industrial prices 
was faster than that of the GDP deflator. 

(4) A fourth peculiarity of 1970 is the exceptional price 
rise in international markets. 35 In most industrial coun- 
tries, the increase in import and export unit values 
in 1970 was far bigger than in any earlier year (apart 


“п Austria and the Netherlands, industrial output increases 
were well maintained in 1970. 


35 See also section 2(i) of this chapter. 


from years of currency devaluation and apart from the 
Federal Republic of Germany affected by revaluation). 
In several countries the rise in import and export prices 
was far steeper than that in domestic output prices. This 
is a very marked departure from developments in 
the 1960s. 


(e) The average increase in consumer prices in 1970, 
for the industrial countries, was some 5.6 per cent. 
However, in eight countries the rise was distinctly less 
than that in some previous inflationary periods. It may 
be observed from past experience that a large rise in 
producer prices of manufactured goods has a fairly 
immediate effect on consumer prices (more or less pro- 
nounced, according to the dependence of the country on 
foreign trade, the incidence of indirect taxes, and the 
share of manufactured goods in total consumption). But 
the indirect effect, through the “wage-wage spiral”, is 
perhaps more important and in any case lasts long after 
the rise in industrial prices has stopped or slowed down. 
In several countries, the rise in consumer prices in 1970 
has lagged behind that in producer prices of manufactured 
goods: in Belgium, the Federal Republic of Germany, 
France, Italy and Switzerland. The exceptional rise of 
industrial producer prices in 1970 may well be followed 
by further rises in consumer prices. However, this will 
depend on many factors, among which the most impor- 
tant are trends in import prices (especially for food), 
tax changes and the way the “wage-wage spiral” will 
operate. 


Producer prices for manufactures 


Percentage increases 


United Kingdom’ о о бо обо 


the 1950s half of the 15608 ыы 

Year Price Year Price Year Price 

rise rise rise 

AUStIIA о Ue) caus си: 1954 4.5 1962 5.4 1970 4.8 
Belgium: 22 ом нее: 1957 4.3 1964 4.4 1970 6.2 
Denmark еее 1956 Bait 1965 4.9 1970 6.5 
Federal Republic of Germany . . 1957 shy? 1965 2.4 1970 5.9 
Finland Sn. see, vtec oe ee cae 1958 7.3 1964 9.0 1968 9.4 
Гаев. 1959 6.8 1961 3.0 1969 9.9 
Ireland, 22. еее 1956 5.5 1964 5.4 1969 8.4 
Italy: Berta a cm tee ss, Cae BO oe 1955 4.2 1963 4.3 1970 11.1 
Netherlands™ 7. > = Sie № 1957 2.9 1964 6.3 1966 5.3 
INOPWay 0 tan. coe free Ю eee 1955 4.2 1965 3.8 1970 6.8 
Sweden... .75 (cit) se eens ews 1955 572 1964 3.5 1970 6.4 
switzerland по рю особо ес 1956 2.3 1963 3.8 1970 4.1 
Фо 
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(ii) Factors in domestic price increases 


The various price and cost components of domestic 
expenditure are presented in table 14 in order to identify 
those which have contributed most to the increase in 
domestic prices and those which have tended to moderate 
the price rises. No attempt is made to explain the intricate 
causal relationships between the various factors. The 
analysis is based on implied prices of national accounts 
aggregates for the last three years; the national forecasts 
for 1971, when available, are also given. Obviously, data 
for 1970 are very preliminary. Total domestic expenditure 


' is represented by GDP at market prices, plus imports, 


minus exports. (This corresponds to private and public 
consumption, fixed investment and stockbuilding.) The 
price changes for total domestic expenditure, shown in 
с ‘umn 7, are derived by relating the change at current 
prices of domestic expenditure to the change at constant 
prices. 


The domestic price level is influenced by changes in 
total costs per unit of domestic output and by changes 
in prices (in domestic currency) of imported and exported 
goods and services. These three variables are shown in 
columns 1, 5 and 6.36 Further, domestic costs per unit 
of GDP are divided between compensation of employees 
(hereafter briefly indicated as “labour costs”), indirect 
taxes less subsidies, and a residual, described as “gross 
operating surplus”. The latter item is a mixed bag of 
incomes, including trading profits (before tax and depre- 
ciation) of incorporated enterprises and of public enter- 
prises, rents and total incomes of independent traders. 
It cannot be identified with gross capital costs, since it 
includes the labour element in the incomes of independent 
traders. 37 Changes in cost per unit of output of each of 
these three main components of domestic output (col- 
umns 2, 3 and 4) are derived by dividing the total change 
in each component by the volume change of GDP. 


The effect on prices of total domestic expenditure of 
changes.in unit costs or prices of each variable has been 
calculated by multiplying the unit cost or price change 
by the weight of the variable in the previous year. Only 
1967 weights are shown in the table. These contributions 
are indicated in columns 8 to 13. It is clear that an increase 
(decline) in unit costs of domestic output or in unit 
import prices has a positive (negative) effect on the level 
of domestic prices. On the contrary, a rise (decline) in 
export prices contributes to reducing (increasing) the rise 
in domestic prices. In fact, a rise in export prices is a way 


86 More precisely, data in column 1 are obtained by relating the 
change in GDP at current market prices to the change in GDP 
at constant market prices; and data in columns 5 and 6 are obtained 
by relating the changes in imports and exports of goods and services 
at current prices to those at constant prices. These will not, of 
course, match with changes in imports and exports unit values 
shown in table 13, which refer only to commodities. 

87 No attempt is made here to allocate separately rewards to 
labour, capital and entrepreneurship of self-employers’ income. 
See the tentative estimatc of imputed labcur income from self- 
employment for the period 1953-1964 in Incomes in post-war Europe: 
a study of policies, growth and distribution, Geneva 1967, chapter 2, 


pp. 15-17. 


of exporting part of the rise in domestic (or import) 
costs. 


Column 14 shows the effect on prices of the shift in 
the composition of domestic expenditure. For example, 
in a year of strong increases in unit costs of domestic 
output and of declines (or only small rises) in import 
prices, a shift in favour of imports has a moderating 
impact on prices of domestic expenditure. The shift 
effect is usually modest, but the cumulative effect over 
a long period may be important. 


The effect of import and export prices 


Before 1969, import prices increased only slightly or 
declined, thus exerting a moderating effect on the level 
of domestic prices (except for the immediate effects of 
devaluations). In 1969, import prices rose, on average by 
almost 3.5 per cent—in two countries, Austria and 
Switzerland, by more than domestic costs. In 1970 the 
average rise of import prices was more than 5 per cent; 
in five countries, Austria, France, the Netherlands, 
Sweden and Switzerland, as well as in the United States, 
the rise exceeded that in domestic costs. Only in the 
Federal Republic of Germany did import prices decline, 
as a result of the currency revaluation. 


In 1970, export prices for goods and services rose more 
than import prices in nine countries: Belgium, Denmark, 
Finland, Ireland, Italy, Norway, Sweden, the United 
Kingdom and, of course, the Federal Republic of 
Germany. These nine countries may be said to have on 
balance “exported” part of their domestic inflation 
(including part of that coming from abroad through 
imports); the combined result of changes in import and 
export prices was thus to moderate the rise in the general 
level of domestic prices. However, the net effect was of 
some importance only in Norway (almost 3 percentage 
points, of which 2 percentage points were the actual 
price effect and 1.5 percentage points were due to a 
considerable decrease in the domestic content of expendi- 
ture); the increase in export prices of goods and services, 
including shipping, was particularly large—12 per cent. 


The effect of domestic costs 


In eight countries, Belgium, Denmark, the Federal 
Republic of Germany, Ireland, Italy, the Netherlands, 
Sweden and the United Kingdom, as in the United States, 
labour costs per unit of output rose in 1970 far more 
than domestic expenditure prices; the rise in unit labour 
costs contributed most of the rise in the level of domestic 
prices.** Their contribution amounted to more than 70 per 
cent of total price rises in the Netherlands, Sweden and 
the United States; to some 90 per cent in Belgium, the 
Federal Republic of Germany and the United Kingdom; 


38 Statements about the “contribution” to price increases of the 
domestic cost components are statistical statements. They are not 
intended as measures of causal relationships which are much more 
complex. 
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42 Western Europe 


and well exceeded 100 per cent in Italy.*® In the Federal 
Republic of Germany and in Italy, increases in unit 
labour costs had been unimportant in 1968 and only 
moderate in 1969. In Finland, France and Norway, rising 
unit labour costs accounted for about one-half of the 
price increases in 1970. This was about the same pro- 
portion as the share of labour costs in total domestic 
expenditure; the implication is that labour costs shared 
proportionately with other factors in price rises. Only in 
Austria was the increase in unit labour costs significantly 
less than the rise in prices in 1970 (as in 1969). 


In four countries, Austria, Finland, France and Norway, 
increases in the gross operating surpluses contributed a 
large share of the price rises in 1970: in Austria, 3.0 
per cent out of a price rise of 5.0 per cent; in Finland, 
1.5 per cent out of 3.5 per cent; in France 2.5 per 
cent out of 5.7 per cent; and in Norway, 4.2 per 
cent out of 8.4 per cent. In Austria and Finland the 
contribution to the price increase was well in excess of 
the weight of this item in domestic expenditure. In the 
previous two years, gross operating surplus per unit of 
output was very seldom an important element in price 
rises. When this happened (for example, in 1968 in the 
Federal Republic of Germany and Switzerland, and 
in 1969 in Finland and Switzerland) the rise in domestic 
prices was relatively small. 


In most other countries for which estimates can be 
made (Federal Republic of Germany, Ireland, Sweden, 
the United Kingdom and the United States) the rise in 
the gross operating surplus contributed less to the price 
rise than its weight in domestic output, implying a fall 
in its share. In Italy and the Netherlands, gross operating 
surplus per unit of output fell and in the United Kingdom 
hardly changed. Because of the variety of incomes in- 
cluded in the gross operating surplus, it cannot be 
precisely identified with the gross trading profits of 


39 The excess is mainly explained by the moderating effects of a 
profit squeeze and by some “exported’’ inflation. 


enterprises. Nevertheless the direction and extent of the 
changes must have been similar, such a fall in profit 
margins being normal in periods of cyclical slow down. 


Increases in indirect taxes (net of subsidies) per unit 
of output made a very substantial contribution to rises 
in the domestic price level in 1970 in three countries: 
in Norway, 3.5 per cent out of a price rise of 8.4 per cent 
(associated with introduction of value added tax), in the 
Netherlands 1.3 out of 5.5; and in Ireland 2.3 out of 8.2 
per cent. In other countries, in earlier years, increases in 
indirect taxes have proved to be one of the major forces 
increasing prices. In 1968, in Austria, they accounted for 
the whole rise of 1.5 per cent in the level of domestic 
prices. In 1969, in the Federal Republic of Germany 
increases in net indirect taxes accounted for almost 
one-half of the total price rise. And in the United 
Kingdom, in both 1968 and 1969, this item accounted 
for almost 40 per cent of domestic price increases. * 


Few countries provide preliminary forecasts of price 
trends in 1971. In almost all cases, smaller increases in 
import and export prices are forecast. Domestic costs are 
expected to increase in 1971 somewhat less than in 1970 
in France and the Federal Republic of Germany, but an 
acceleration is foreseen in Austria, the Netherlands, 
Sweden and Switzerland. 


The most recent short-term indicators do not suggest 
that the rise in consumer prices had begun to slow down 
by the end of 1970. They do show, however, a certain 
levelling off in the upward trend of prices of manufactures 
in the latter part of 1970 (ш Denmark, France, Italy, 
Norway, Sweden and Switzerland, for example), and a 
rather more general levelling off in import unit values 
(affected by the movement in commodity prices) which 
may however be disturbed by the increase in oil prices 
(see chart 1). 


= к ‚ large part was due to increases in selective employment tax, 
which is treated as an indirect tax for national accounting purposes. 


(iii) Wages and unit labour costs 


The effect of increases in unit labour costs on the 
general level of prices has been shown above. It can be ex- 
plored further, in a longer-term perspective, by com- 
paring trends in manufacturing industry with those in 
the economy as a whole; and by examining separately 
movements in wages “1 and in productivity which together 
bring about changes in unit labour costs. 


In 1970, manufacturing industry appears to have been 
at the centre of the inflationary process. It was shown 
above that a particular feature of the current pattern of 
price inflation is the exceptionally fast and widespread 
rise of prices of manufactures. 1970 was also characterized 
not only by exceptional increases in unit labour costs, but 
also by bigger increases in unit labour costs in manu- 
facturing than in the economy as a whole, in all industrial 


41 “Wages” (or “wages and salaries” or simply “pay”) indicate 
(where not otherwise specified) the total wage and salary bill divided 
by the number of wage- and salary-earners. Social security contri- 
butions are included. 


countries except Denmark and the Netherlands (see 
chart 2). Unit labour costs in manufacturing rose by 
10 per cent or more in the Federal Republic of Germany, 
Ireland, Italy, Norway and the United Kingdom; and 
by 8-9 per cent in Belgium, Denmark and Sweden. The 
increase was about 5 per cent in Austria, Finland, and 
France; and 2.5 per cent in the Netherlands. In Switzer- 
land (not shown in the chart for lack of historical data), 
unit labour costs in manufacturing are estimated to have 
risen in 1970 by about 4 to 5 per cent. 


The 1970 increase in unit labour costs in manufacturing 
was the biggest for the whole period 1953 to 1970 in 
Belgium, Denmark, the Federal Republic of Germany, 
Ireland, Norway, Sweden and the United Kingdom. For 
most of these countries, especially the Federal Republic of 
Germany and the United Kingdom, the difference 
between 1970 and the previous peak in unit labour costs 
in manufacturing is quite large. For Italy the 1970 
increase remained perhaps slightly below that of 1963. 


CHART 1 


Changes in prices, 1968 to 1970 
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CHART 2 


Labour costs per unit of output, in total economy and in manufacturing, 1954 to 1970 
(Annual percentage changes) 


FINLAND 
FINLANDE 


ФИНЛЯНДИЯ 


60 61 


62 63 64 65 66 67 68 69 70 


Total economy 


BELGIUM 
BELGIQUE 
БЕЛЬГИЯ 


FRANCE 
ФРАНЦИЯ 


FEDERAL REPUBLIC OF GERMANY 
REPUBLIQUE FEDERALE D'ALLEMAGNE 
ФЕДЕРАТИВНАЯ РЕСПУБЛИКА 


ГЕРМАНИИ 


ЕЕ 2] 1 


54 55 56 57 58 59 60 61 62 63 64 65 66 


Manufacturing 


Se 
67 68 69 70 


CHART 2 (continued) 
16 


15 


12 

IRELAND 
и IRLANDE ‘ у TALE 
ol. ИРЛАНДИЯ \ ol. ИТАЛИЯ 


iy | i 
< В lana 1 
Wi iy 
~2 1! yf 
ii \ 1 
\ 
г | ae 
\l 
7] i] 
10 
NETHERLANDS NORWA 
9 PAYS-BAS ИЕ 


НИДЕРЛАНДЫ НОРВЕГИЯ 


1 
NORVEGE i 
H 

1 

1 


UNITED KINGDOM 


"Г SWEDEN 
to} SUEDE ROYAUME-UNI ! 
ШВЕЦИЯ СОЕДИНЕННОЕ КОРОЛЕВСТВО 


60 61 62 63’ 64 65 66 Gey ed 69 70 


11 
11 
и 


——— Total Economy ----- Manufacturing 


Sources: Output: United Nations, Yearbook of national accounts statistics; OECD, National accounts of OECD countries: and national 


statistics. Wage and salary bill: as for table 15. 
Nore. — Annual percentage changes in unit labour costs have been obtained by dividing annual percentage changes in wage and salary 


bill by annual percentage changes in output. Output is derived from national accounts data (GDP at factor cost, constant prices). However, 
for 1970, output in manufacturing has been based on the index numbers of manufacturing production. 
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The other countries had their biggest increases at various 
dates: Austria in 1961; Finland in 1956 and 1964; France 
in 1968; the Netherlands in 1961 and 1965. In short, big 
increases in unit labour cost in manufacturing in 1970 
affected a much larger number of countries than in any 
previous year. 

The pattern of unit labour costs for the economy as a 
whole shows, of course, a certain resemblance to that 
for the manufacturing sector. But in 1970 the number of 
countries where the increase in unit labour costs for 
the economy as a whole was larger than for manu- 
facturing only was five (out of the twelve countries 
considered); and for four of these the difference between 
1970 and the previous peak is small (only in the United 
Kingdom was the rise in unit labour costs for the whole 
economy in 1970 a record). 

Two factors determine the increase in unit labour costs; 
the increase in wages per worker and the increase in 
labour productivity. In 1970, the sharp wage increase 
was the primary factor behind the rise in unit labour costs 
in all sectors; but unusually slow increases in manu- 
facturing productivity played an important role. 

In 1970, average wages and salaries in manufacturing 
rose more than in any other year in the past 18 years in 
eight countries out of 13: Belgium, Denmark, the Federal 
Republic of Germany, Ireland, Italy, Norway, Sweden and 
the United Kingdom. Only in four countries (Finland, 
France, the Netherlands and Switzerland) was the increase 
exceeded in an earlier year; and in the first three of these 
countries there were near-record increases in 1968 or 1969 
(see table 15). 

So far as can be seen, pay increases in manufacturing 
were approximately matched by those in the rest of the 
economy. But this rather important fact cannot yet be 
established with certainty, since up-to-date pay data in 
many countries relate only to industry (and sometimes only 
to wage-earners). From partial data (table 15) it appears 
that Sweden is the only country where average pay in 
manufacturing rose distinctly faster than in the rest of the 
economy. Elsewhere the differences are insignificant. 

The ratios of the wage increases to the increases in 
unit labour costs in 1970, both for manufacturing and 
(again with incomplete estimates) for the whole economy, 
are shown in table 16. For the economy as a whole, 
the 1970 ratio of the rise in wages to the rise in unit 
labour costs is mostly about the same as in the previous 
peak year: this is because productivity increased about 
as much in the two years. 

The picture for manufacturing is different. In nine of 
the 12 countries shown in the table, a distinctly bigger 
proportion of the rise in wages came through in increased 
unit labour costs than in the previous peak year and a 
smaller proportion was absorbed by increased produc- 
tivity. This is especially true of Belgium, the Federal 
Republic of Germany, Norway, Sweden and the United 
Kingdom. The bigger rise in unit labour costs in 1970 
was accompanied by a smaller rise in productivity, 42 


42 Tt was shown in section 1 (ii) of this chapter that the rise in 
manufacturing productivity in 1970 was in most countries rather 
modest in relation to the rise in output; it was suggested that the 
general reduction of working hours may have been partly responsible. 


In 1970, exceptionally, labour productivity in manufac- 
turing increased no more than in non-manufacturing in 
at least eight countries (Belgium, the Federal Republic 
of Germany, Finland, France, Ireland, Italy, Norway 
anc the United Kingdom). ; 

Much controversy has surrounded the question of the 
applicability to recent wage experience of “explanations” 
of the rate of wage increase by variables such as unem- 
ployment and consumer prices. In an earlier study, the 
secretariat attempted a test of the relationships for west 
European countries over the period 1953 to 1965, applying 
a uniform and very simple linear form of “Phillips 
curve”. 48 The results explained only a proportion of 
wage changes but there was no evidence of a consistent 
trend in the degree of explanation. As an experiment, the 
parameters derived for each country from the 1953-1965 
equations have been applied to the changes in unemploy- 
ment and consumer prices in each year from 1965 to 1970. 
The results are summarized in table 17. So far as these 
simplified calculations go, they suggest that: 

(a) In 1965 and 1966, the development of wages 
followed broadly, in most countries, the parameters 
derived from earlier experience; 

(b) In 1967, a certain bias appeared: in a majority of 
cases there was a tendency for wages to rise somewhat 
less than the equations predict; 

(c) But for 1968 and onwards, the errors swing very 
markedly to the other side: in 1968 and 1969 wage 
increases were distinctly bigger than the equations pre- 
dicted in nearly all countries; and in 1970 the excess of 
actual over predicted wage increases not, only appears in 
all the countries ** for which data are available, but is 
also much greater. This is not an unfamiliar conclusion. 
More refined methods, using additional variables, have 
reached the same result. 45 There seems to be good reason 
for supposing that the “wage-push” of the last two or 
three years requires new explanations. In particular, it 
may well be that the widespread nature of the present 
wage pressures throughout the industrial market econo- 
mies indicates that an international dimension needs to 
be added. *¢ 


3 ECE, Incomes in post-war Europe: a study of policies, growth 
and distribution (1967), chapter 3, p. 8 ff. The equations related 
annual changes in hourly wage earnings in industry to unemployment 
(expressed in absolute figures) and to annual changes for consumer 
prices. Unemployment figures referred to the average of the four 
quarters preceding the earnings and price observations. 

“4 Not for Denmark, but the figure relates only to the first half- 
year. 

45 See in particular OECD Inflation: the present problem (1970) 
p. 68 ff. Wage equations are calculated from data for 1958 to early 
1970, for the Federal Republic of Germany, France and the United 
Kingdom (also for Canada, Japan and the United States). Other 
variables in addition to unemployment and consumer prices are 
introduced, including profits, productivity and measures of demand 
pressure. Vacancies have in some cases been found to give better 
results than unemployment. But in all the three west European 
countries covered by the OECD equations, the wage increase in 1970 
(generally only the early part of 1970) greatly exceeds the predicted 
values; and by larger margins than at any earlier time. 

К. О. Faxén has suggested, for example, “that the average rate 
of unemployment for Europe as a whole has played a greater role 
for the long-term development in each country than unemployment 
in the country itself”. (On Incomes Policy. Papers and proceedings 
from a conference in honour of Erik Lundberg, Industzial Council for 
Social and Economic Studies, Stockholm 1969.) 
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TABLE 16 


Wages® and unit labour costs in manufacturing and in the whole economy 


(Annual percentage changes) 
lS SS eS ee 


Manufacturing 1970 


Manufacturing, previous wage peak 


i Year Wages Unit B 
ео On ee et =: 100 (A) aoe ee 7 100 
А Ce ie Pee em «ore tee 12.4 5.0 40.3 1966 122 6.9 56.6 
‘Belgiumiss Se ео. 9.2 6.8 73.9 1964 10.1 92 31.7 
Denmark eee оса. 14.2 8.4 59.2 1968 11.2 4.8 42.9 
Federal Republic of Germany ....... 15.0 12.2 81.3 1960 10.9 4.9 45.0 
inland wie ss a el eed а 8.6 4.8 55.8 1968 11.8 4.9 41.5 
Brance а Oe ke 9.7 Sei 58.8 1968 13.6 6.9 50.7 
Irelandmatae и. еее 9.4 10.0 106.4 1969 12:1 12.0 99.2 
Italy о о ое, с о 20.8 14.1 67.8 1963 19.5 14.4 73.8 
Netherlands, ase. а в oe corel us 14.0* 6.7 47.9 1964 14.7 5.6 38.1 
Могла о ee oe rte tee oe one 12.3 10.5 85.4 1966 10.0 5.8 58.0 
Swedentaees cas oe nan cles Semen aes 14.3 8.5 59.4 1962 11.4 2.9 25.4 
ба по обообосоо 13.0 10.7 82.3 1968 8.9 3.0 337 
Total economy 1970 Total economy, previous wage peak 
АА ties oom ft а в 9.0 2.6 28.9 1965 10.7 7.8 72.9 
Belgivnr kek eee ke ee ke ee 11.4 Tell 62.3 1964 9.5 5Э 55.8 
Я ее ees 35 10.0 oe ae we a Py 
Federal Republic of Germany ....... 16.0 ИИ 75.6 1960 12.8 9.9 77.3 
Finland Gaia) sc ee се 10.4 4.8 46.2 1964 14.6 9.5 65.1 
ОО ао о о к в БВ 10.7 5.9 55 1969 14.7 7.5 51.0 
Е ооо о cate cigs ase 11.2 10.6 94.6 Bp me x & 
а eee, т: 16.1 10.7 66.5 1963 19.3 15.4 79.8 
Мене ео: 12.5 7.5 60.9 1964 16.5 9.6 58.2 
Е оо а оо Ве во 10.4 8.5 81.7 1962 10.8 6.9 63.9 
Sweden ame mew a ta es. ee ee oe ee 9.4 6.1 64.9 1962 10.5 7.3 69.5 
Wnited#Kin odorless) оборо оовоб 13.0 9.9 76.2, 1956 8.1 7.1 87.7 


Sources: As for chart 2 and table 15. 


= “‘Wages’’ indicate the total wage and salary bill divided by the number of wage- and salary-earners. 


(iv) Wage-push and pay relativities 


“Comparability” or the pressure to keep, or restore, 
pay relativities, is a powerful force maintaining the 
escalation of wages, once the escalation has begun. This 
pressure has proved a major obstacle to the application 
of any kind of incomes policy which, by attempting to 
impose a uniform, limited rate of increase, in effect 
attempts to freeze the pay relativities in the pattern which 
they happen to have reached at a particular date. 


It is realistic to suppose that in contemporary condi- 
tions and in spite of technical change and changes in the 
pattern of demand for labour of different categories, 
there is considerable inertia in the pattern of pay rela- 
tivities over a longish period.*’ This implies that escalation 
is unlikely to stop so long as the pattern of relativities 
varies from what is generally regarded as “normal”, or 
acceptable or even “traditional”. The “normal” pattern 


47 See the secretariat study Incomes in post-war Europe: a study 
of policies, growth and distribution, ECE 1967, chapter 5. 


is not, of course, easily defined. Certainly it cannot be 
identified by reference to some single point of time 
in the past; at any one time the pay structure is bound to 
be in a state of flux, some groups having recently received 
increases, others believing that an increase is due. It may 
not be unreasonable, however, to assess the acceptability 
of the current pattern of relativities by comparing it with 
a period in the past long enough to eliminate short- 
lived disturbances. 48 


To illustrate, we have compared, for the Federal 
Republic of Germany and the United Kingdom, the 


** It is not suggested that “traditional” relativities represent any 
ideal income distribution—only that, at least as a second-best, they 
command a certain acceptability among those concerned. “The 
strongest appeal is the appeal to history; and the appeal to history is 
in a sense, an appeal to fairness” (K.G.J.C. Knowles in The 
British economy in the nineteen-fifties, ed. Worswick and Ady. 
Oxford 1962, p. 518). j 


Soe 


49 


TABLE 17 


Hourly earnings in industry, actual and estimated values,® 1965 to 1970 


(Percentage changes, fourth quarter over corresponding period of preceding year) 
Е wr SUNN BUM LUNI WL, 65 Ate hv ye Gilt Galen A AG Аба Goze id 


1965 

Austria 

Асса RARE IER. eer 12.4 

Estimated в. к ©. peter 11.1 
Belgium 

а И. 8.4 

Estimated wack ys a Boe es 10.0 
Denmark 

ACU Ale о. 14.0 

Estimated yn. a..a. fe ee: 12.0 
Federal Republic of Germany 

Аа ot sect amt tome ee 8.3 

estimated me м. . 9.3 
Finland 

PA CUUAl м Sp mre ewe eo 7.2 

estimated а ее 8.3 
France 

АНА НЕЕ Os 57 

Вила ae wae. = Ue eens ao 7.4 
Ireland 

Actnal pany Soaks at Ge 3.7 

Барта ео «40.2242 оба, 12 
Netherlands 

С ИА tcc ere pene 9.0 

Вера tes eee es ses 10.5 
Norway 

ААА ИИ ae Sages 8.0 

Estimated ese TA. а 
Sweden 

ACUALL & ocertievos ie. Ge va 10.5 

Estimated: ое. 8.1 
Switzerland 

PNT ес 78 
United Kingdom 

PNCCUa on nels Ge) cou ss ace 9.9 

РОВ о ооо Пой 6.7 


1966 1967 1968 1969 1970 
8.4 4.3 4.9 8.7 14.2 
8.0 10.1 8.6 8.4 10.7 

10.7 6.5 6.1 8.4 11.7 
OFS 8.2 6.3 8.8 8.5 

10.5 8.1 13.8 12.0 Dif 

10.7 12.2 8.5 8.5 10.3 
5.8 2.9 6.2 12.3 13.8 
95 8.6 8.6 9.5 9.3 
8.9 8.2 11.4 95 11.2 
7.6 9.0 И. 4.0 6.2 
5.7 6.6 14.1 VO 10.5 
7.4 7.2 Tal 7.4 7.3 

11.8 58 10.4 13.2 15.2 
7.6 6.0 7.1 8.6 

10.7 8.0 7.4 11.2 11.7 

10.0 7.0 6.4 10.5 10.0 
9.6 7.3 10.3 6.7 15.8 

5.8 6.4 6.7 2.5 
ад ono) 6.3 7.8 10.7 
747 6.0 4.7 5.1 5.4 
Tet 6.4 4.9 6.1 6.7 
5 4.8 6.7 8.2 14.9 
6.5 4.1 5.4 53 6.3 


мммм.м.м.м.мммм.м.мм..м.м.м.м.мымяымыммм.ммм.м"""ееееыееммоЙёЙвЙЙ[ ,,_ЬцББц<—— 6668 585555555 кк 


Sources: OECD, Мат economic indicators, and national statistics. 


а Estimated values have been obtained from the equation: W = a + bU + cP, where W denotes hourly earnings, U unemployment, 
and P consumer prices. W and P refer to the last quarter of each year and have been expressed as percentage changes over the corresponding 


Pi 


eriod of the previous year. U denotes unemployment in thousands and refers to the average of the four quarters preceding each wage 
observation. For further details, see ECE, Incomes in post-war Europe: a study of policies, growth and distribution (Geneva 1967), chapter 3, 


p. 9 ff. where the same equation was used for the period 1953 to 1965. 


pattern of relative pay, by industries, at various dates 
during the last three years, with the average pattern in 
the five years 1963-1967. In each country the over-all 
wage level at end-1970 was around 40-50 per cent above 
that of 1963-1967. 

Further, the distinction must be drawn between in- 
creases in standard rates (tariff rates) and those in actual 
earnings. Formal collective bargaining—decentralized in 


both countries—is concerned with standard rates, which 
receive the most emphasis in negotiation. But since the 
relation of actual earnings to standard rates will differ at 
different times, and in different industries, according to 
the opportunities for overtime, bonuses, changes in piece- 
rates and other elements in “wage-drift”, the actual 
earnings also play some part, but generally a rather 
limited part, in establishing comparability. 


50 Western Europe 


The results are shown in summary form in table 18.” 
Coefficients of variation®® are taken as measures of 
dispersion between the rates of increase in the different 
industries since 1963-1967 for both standard rates and 
actual earnings. 


In the Federal Republic of Germany the pace of wage 
increases began to quicken in the second half of 1969 and 
accelerated throughout 1970. The faster pace was accom- 
panied by a widening dispersion (expressed by the rising 
coefficient of variation). Thus a number of industries have 
not caught up with the over-all index, much less with 
the current “wage-leaders” including the important metal 
and engineering group which obtained big increases in 
October. The following figures illustrate the latest position 
(relating to mining, manufacturing and construction but 
not to service trades): 


Federal Republic of Germany: Indices of average hourly wage rates 
(tariffs) 


(1963-1967 = 100) 


October 1970 


ИИА ЧТ mame eee Suv enone 152 
Five highest: 
ЕО О №, sar ek eaten: sie iver (ick о оо ate, ce 166 
Other metal manulracttres) sue ses eine 161 
ОЕ а р eee а Пао 160 
Machineryi(non-electric)| saw ice) segue нь 159 
АЯ GEREN Coc ac 5 6 ob 6 we ob a on 157 
Five lowest: 
IMINO aioe ре, sete a, one ae oes 145 
Panera printing о ь поме о 145 
Оо о 145 
ООО НСС ИН 5 Go bo oo 6 bo be 143 


WOO) DIOdUCISiw ее aun 141 


The industrial pattern of actual earnings is somewhat 
different, but the degree of dispersion, which since 1968 
has always been rather greater than for standard rates, 
was about the same at the latest date (October 1970) for 
which the information is available. 


The general shape of the picture for the United Kingdom 
(where the statistics cover all industries and services) is 
not dissimilar. The wave of exceptionally large increases 
also began towards the end of 1969 and has continued 
since. As in the Federal Republic, the dispersion widened 
rather steadily as one group after another took the lead. 
Below are shown the groups with the biggest and smallest 
increase in standard rate above the 1963-1967 average 
at January 1971: 


“° As the footnotes to the table show, the available data are not 
comparable in several respects and are intended for broad compari- 
sons only. In particular, comparability of coefficients of variation is 
somewhat impaired by differences in the number, and in the cover- 
age, of the industries for which wage figures are available. 


°° Standard deviations of index numbers of wage increases by 


industry (1963-1967 = 100) expressed in percentages of the over-all 
index for each series at each date. 


United Kingdom: Indices of standard weekly rates 
(1963-1967 = 100) 


ee eee ee 
January 1971 


АЙ industries \and SCrvices) «series suis enn 144.9 
Five highest: 
Chemicalsae се uk es rs oes 157.5 
Timber; furnitures...) cas as a о ee 156.2 
Professional services and public administration . . . S20h 
Transport, communications .......--.-:-. 150.3 
Мотя, GLEMM~ly Gg on 6 bo ее 149.2 
Five lowest: 
Clothing; footwear. о се een 139.7 
Construction =. 2-0 6- «Js ооо ев 137.6 
Gas, water and electricity™ оне 135.8 
Distributive trade St te! ie os et eins 134.8 
Miscellaneous SErvices:.. .. ewe. eh Sree us 133.9 


® The settlement following a strike of electricity supply workers in December 
1970 is not included. 


The dispersion of actual (weekly) earnings in the 
United Kingdom has widened as much as that of standard 
(hourly) rates; the fact that the dispersion of earnings 
is rather less than that of rates 51 is not likely to influence 
very much the pressure on standard rates. 


It is certainly not suggested that in either country will 
wage increases continue at the same rapid rate until all 
groups have caught up with the present “wage-leaders” ; 
it is suggested only that the pressure to restore former 
relativities is, in practice, such that the escalation is 
not likely to cease until the dispersion is substantially 
narrowed. 


A somewhat different conclusion is suggested by figures 
of hourly earnings for Sweden. (Statistics of standard rates 
by industry are not available.) The data on earnings 
relate to men in mining and manufacturing (10 branches): 


1968 1969 1970 


May November May November May November 


Index for industries 


shown (1963- 

1967=100) 109.6 111.5 117.5 123.9 136.5 136.9 
Coefficient of varia- 

tion eee eee 1.9 1.4 ita, Le 23 1.3 


The size of the coefficient of variation in 1970 is much 
smaller in Sweden than in the Federal Republic of 
Germany or the United Kingdom (which may be partly 
due to the smaller number of groups). It may be more 
significant that the accelerated increase in earnings in 1969 
and early 1970 52 was not accompanied by so marked an 
increase in dispersion. The range of increases is narrow 
(between 35 per cent and 48 per cent in May 1970). This 


i 51 The wide dispersion of the earnings figures in December shown 
in table 18 may be misleading: it appears to be due largely to 
seasonal influences in certain industries. 

53 The stability of the over-all index between May and November 
1970 appears to be due to a general weakening in the labour market. 
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may well reflect the rather even distribution of wage 
increases under a system of central (or, more accurately, 
simultaneous) bargaining determining the main lines of 
wage development. Central bargaining may or may not 
result in more restrained wage demands over a number 
of years and it does not prevent leap-frogging through 
wage drift. But the Swedish data suggest that central 
bargaining at least keeps increases rather more in line 
with each other than alternative systems of wage settle- 
ment. This is important simply because it could, in 
principle, help to make adjustments to the over-all pace 
of wage increases more acceptable and more quickly 


effective. The two-year contracts governing standard 
rates in most industries are now falling due for renewal. 

The urge to introduce, or restore, incomes policies has 
naturally enough been strengthened by the present in- 
flation, and by the inadequacy of other methods of 
economic management. The point made here is that 
(apart perhaps from “freezes” for a few months) an 
incomes policy which treats “the” pay level as a macro- 
economic variable to be controlled, and which ignores the 
tensions arising from the distribution of pay increases, 
is unlikely to make a great contribution to a solution of 
the inflationary problem. 


(v) Policies for prices and incomes 


Policy was restrictive in most countries in 1970 (the 
only exceptions are France and, perhaps, Italy). In the 
attempt to curb inflationary pressures, the array of fiscal 
and credit measures was extensively used. 53 But several 
countries also used direct measures for control of prices 
and incomes. In some countries, this was more or less 
an application of existing machinery (Finland, the 
Netherlands); in others (the Scandinavian countries), 
the measures taken in 1970 presented some new features. 54 


The impression that 1970 has been a year of active 
price and incomes policy must be duly qualified. In fact, 
in Belgium, France, the Federal Republic of Germany, 
and Italy, there has been very little action on this front, 
and none of a compulsory nature. In the United Kingdom, 
much of the machinery is being dismantled. By contrast, 
in Finland, the Netherlands and Norway and, more 
recently, in Denmark, there have been attempts to check 
by direct government intervention the development of 
both prices and wages, whereas in Sweden, only prices 
have been subject to administrative controls. Particularly 
significant are new efforts to stop “wage drift”, in 
Denmark by refusing to allow drift to be passed on to 
prices and in Norway by direct prohibition. 


In Austria, the wage increases of 1970 were offset by 
productivity increases to a larger extent than in most 
other west European countries. Wages and prices are 
under constant control of the “parity commissions”. The 
measures to encourage imports, which were introduced 
in 1969 after the revaluation of the Deutschmark, were 
extended. In distribution, retail price maintenance by 
producers, partly discontinued in 1969, was further 
reduced in 1970. 


Measures taken in Belgium in 1970 aimed essentially 
at reducing the expected effect on prices of the intro- 
duction of the value added tax (effective 1 January 1971). 
The Government announced some reductions in the TVA 
rates for mass-consumption products and measures were 
taken to prevent excessive stockbuilding which might 
have resulted from the tax reforms. Outside this field, 


53 See the calendar of economic policy measures on page 18. 


Г. For a fuller account, see OECD, Inflation: the present problem, 
Paris, December 1970. 


the notification period for price rises was extended from 
one to three months. 

No further restrictive measures were adopted in France 
during 1970. The economy was under the declining 
influence of the stabilization programme adopted in the 
second half of 1969, consisting mainly of credit and 
budgetary restrictions. In 1970, sliding-scale arrangements 
for wages and salaries were restored in some public 
undertakings. 

In the Federal Republic of Germany, the Government 
reaffirmed that it would not impose any legislation for 
prices and incomes. Wages and salaries increased in 1970 
by far more than the guide-lines set by the Government, 
and the voluntary co-operation within the “concerted 
action” virtually broke down. However, at the end of the 
year there were some signs of a deceleration in wages, 
particularly in the public services. At the beginning of 1971 
the Government estimated that the wage positions of 
both employers and trade unions were within the per- 
missible margin for 1971. The important metal workers’ 
union has acknowledged that a new economic situation 
has arisen, and the Government is trying to re-launch 
the “concerted action”. 

In early 1970, attempts to get a voluntary agreement 
for restricting wage increases were made in Ireland. At the 
end of the year, a further attempt was made to influence 
the impending central wage negotiations. The Govern- 
ment proposed a limit of 6 per cent, to be accompanied 
by price controls. In November 1970, a Bill providing 
for restrictions on prices was introduced but was with- 
drawn when a central agreement was reached, although 
the agreed increase was well in excess of that proposed by 
the Government. The Government has stated that the 
legislation would be re-introduced if the central agreement 
is not fully respected. 


In Italy, 1970 was characterized by a number of wage 
agreements at plant level (following the wage negotiations 
at national level of autumn 1969). Government policy 
aimed at avoiding price increases. Because of the large 
surplus in the current balance of payments, there was 
ample room for higher imports. However, in August 1970, 
some indirect taxes (including the tax on gasoline) were 
increased in view of the impending “structural” reforms, 
but the short-term effect of these measures has been 
restrictive. 
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The administrative machinery for directly influencing 
prices and incomes in the United Kingdom was dismantled 
by the Conservative Government which took office in 
June 1970. It announced that legal powers to delay wage 
and price increases, and compulsory notification of 
increases, would not be used; the National Board for 
Prices and Incomes was to be wound up (although new 
“review bodies” were to be established dealing exclusively 
with public service pay). The new Government has 
nevertheless pursued an indirect form of incomes policy, 
particularly in the public sector and nationalized indus- 
tries. It has declared its general intention to bring about 
a “de-escalation” of pay agreements: first, by strong 
pressure on the managements of public services to resist 
what are regarded by the Government as excessive wage 
claims; second, by refusing to intervene to secure settle- 
ments, or by delaying intervention, in the face of strikes. 
But to reduce the rate of increases of prices and pay in 
private industry, the Government has so far refrained 
from relaxing its general policy of demand restraint. 


In Denmark, after a failure to reach agreement on 
limits to wage increases, the value added tax was increased 
in July. In September, a comprehensive anti-inflationary 
programme was adopted, including, inter alia, a general 
price freeze until March 1971. A new price control 
system has now been proposed by the Government, 
following the conclusion in March, after arbitration, of 
centralized pay agreements providing for a general 
increase of about 4 per cent an hour (rather more for 
lower wages). The Prices Law provides that prices can 
be raised only to meet increases in the costs of materials, 
rents, etc., and increases in labour costs resulting from 
the officially negotiated agreements. Thus “wage-drift”— 
increases in pay in excess of the collective agreements— 
cannot be passed on to consumers. 


In Finland, the second Stabilization Agreement was 
concluded in September 1969. It provided for only modest 
increases in wages in 1970. In principle, most prices and 
charges are frozen at the level of March 1968, and increases 
can be made only with the permission of the Price and 
Wage Council. More than 70 per cent of all goods and 
services, including dwellings, come within the scope of 
price control. In December 1970, the stabilization agree- 
ment, providing for wage increases of up to 9.6 per-cent 
during the period of the agreement, was extended to 
March 1972. It was understood that price control would 
be applied with more flexibility than in the past. The ban 
on automatic cost-of-living adjustments was relaxed. The 
application of the agreement has, however, led to con- 
siderable difficulties and disputes. 


In the Netherlands, consumer prices (national accounts 
basis) rose in 1970 by 3.5 per cent (a relatively modest 
increase by international standards), in spite of strong 
pressure of demand. But other prices increased faster 
than consumer prices. 


In early April the Government announced a general 
price freeze and in June agreement was reached with 
unions and employees on a stabilization programme. The 
main aim of this programme was to limit the consumer 
price increase to 3.5 per cent in 1970. In September, the 
price control was relaxed somewhat, allowing in certain 


cases for increases in wage costs to be passed on to 
prices. However, at about the same time, some big wage 
increases were made, following strikes, and it soon 
became necessary to take further corrective measures. 
These were mainly fiscal (restrictions on public expendi- 
ture, implementation of surtaxes), but it was also decided 
to maintain a strict price control until March 1971. 
Standards for calculating prices were adopted. Towards 
the end of the year, decisions on wage increases for 1971 
were taken: for the first six months of 1971 a ceiling on 
wage increases of 4 per cent is imposed; in addition, a 
special wage increase of Fl. 400 per worker was granted 
in autumn 1970. 


The fiscal measures proposed for 1971 contain a 
mixture of cuts and increases of various taxes. The 
calculated effects on real disposable income of households 
of fiscal, price and incomes policy measures are the 
following: 


Percentage change 
over previous year® 


1970 1971 


ЕЕ о оо а о що oe +9.5 +-9.5 
Woape:dritt ve. с ee ot +3.0 +2.5 
Gross’ wapes totaly. « ae oe ee +12.5 +12.0 

All social insurance contributions. . . . —1.1 —1.3 

Tax progression and fiscal policy ... —0.7 —1.5 
Nominal disposable income ....... +10.6 - 9.3 
Consumer рес ее aoe —4.4 —6.5 
Real disposable income of households . . . apo! +2.8 


Source: Centraal Economisch Plan 1971. 
в This example refers to employees in low income brackets. 


In Norway, a temporary price freeze connected with 
the introduction of the value added tax on 1 January 1970, 
was already abolished at the end of January 1970. In the 
course of the year, prices and wages increased unusually 
fast. For prices, this was mainly an anticipated effect of 
the change-over to VAT in combination with sharply 
rising import prices. It was only at the end of the year 
that pressure from internal cost developments began to 
be felt. In December 1970, an almost total price freeze on 
goods and services was imposed, fixing prices at their 
level of 20 November. At the same time a law against 
wage-drift was accepted by Parliament. This law covers 
private and public sectors and makes it illegal to give, 
take or demand wage increases other than those provided 
in collective agreements. Wage increases obtained through 
upgrading of jobs, and adjustments of piece-rates resulting 
in earnings higher than hourly rates are made illegal. 
This law will be in force at most to the end of 1971. 


In Sweden, a price freeze on basic food products was 
imposed in August and was followed in October by a 
general price freeze on goods and services. Exceptions 
may be authorized by the Price and Cartel Board; for 
example, in November the prices of petrol and fuel oils 
were increased. The price control was to have been 
relaxed in the first quarter of 1971, but has been prolonged 
in view of the unstable situation in the labour market. 


4. DEVELOPMENTS IN SOUTHERN EUROPE 


Except for Portugal, the rate of economic growth of the south European 
countries declined in 1970; in Yugoslavia fundamental disequilibrium led to deval- 
uation and the introduction of a stabilization programme. The deceleration in the 
rate of economic expansion of both Greece and Spain was relatively limited; recent 
trends and policies suggest that the rate of economic activity might gain momentum 
in 1971. Prospects for both Turkey and Yugoslavia in 1971 seem more uncertain 
since success depends on the speed, rigour, and consistency with which new policies 


are implemented. 


(i) Output, demand and prices 


In Greece the rate of economic growth declined slightly 
in 1970 (table 19). The fall in the growth rate of total 
output reflected a slowdown in the growth rate of industry, 
particularly of constructicn, which was not offset by the 
considerably faster rate of expansion of agriculture. The 
service sector maintained the same growth as in 1969. 


As in 1969, exports of goods and services in 1970 were 
the most dynamic component of final demand but while 
in 1969 investment was the second most dynamic sector 
of final demand, in 1970 private consumption increased 
faster. 


The fall in the growth of private investment in 1970 
reflects mainly a decline of investment in dwellings (in 
response to the credit measures taken in 1969), as well 
as stagnation in purchases of transport equipment, which 
were heavily influenced by acquisitions of aircraft in 1969. 
Investment in machinery continued to increase very 
rapidly although below the exceptional rate of 1969. 
Public consumption, which accelerated in 1969 after a 
decline in 1968, increased in 1970 at a slower pace. 
Similarly, public investment expanded more slowly than 
in 1969, but at a rate well above that for total product. 
Under the favourable influence of rising incomes in 
agriculture and-of increasing hourly earnings in industry, 
private consumption grew more rapidly in 1970 than 
in 1969. 


The rapid growth of agricultural output in 1970 for 
the second consecutive year, reflects higher output of 
cereals, tobacco and olive oil. Although there was some 
increase in animal production in 1970, efforts to adjust 
agricultural output closer to the demand pattern remained 
very limited. 


Partly under the influence of the sustained rise of 
agricultural incomes, industry continued to expand, 
although marginally less than in 1969. Two major factors 
were responsible. First, the decline of investment in 
dwellings, following the exceptionally large increase in 
1968 and 1969, had an unfavourable influence on indus- 
trial output, because of its impact not only on construc- 
tion activity but also on certain branches of manufacturing. 
Secondly, the slowdown in some branches of industrial 
production, e.g. chemicals and basic metals, which had 


recorded exceptionally high rates of growth in recent 
years as a result of new units of production coming into 
operation. There was also a marked fall in the rate of 
growth of clothing, made-up textiles and non-metallic 
minerals. The latter reflects full-capacity utilization in the 
cement industry following the exceptionally rapid growth 
in the previous year. 

The service sector is estimated to have grown in 1970 
at the same rate as in 1969. Foreign tourism exercised 
a favourable influence, the number of arrivals increasing 
by nearly one-quarter. 

Estimates of changes in output and demand in Portugal 
are based on data which do not cover the full year. The 
available evidence strongly suggests a rapid acceleration 
in every broad sector of output and demand. The growth 
of GDP may have been of the same order of magnitude 
as in 1968, i.e. around 9 per cent. The acceleration resulted 
from a recovery of agricultural production, an acceleration 
in the expansion of manufacturing and services and a 
very rapid increase in the output of construction. 


Of the sectors of final demand, those which have 
expanded most seem to have been, in descending order, 
exports of goods and services, private and public invest- 
ment, public consumption (reflecting increased military 
expenditure and higher Civil Service salaries), stockbuild- 
ing and private consumption. It therefore seems that the 
expansionary policies outlined in the budget of 1970 are 
beginning to bear fruit. The 1971 budget continues to 
stress policies to accelerate economic growth through 
greater capital formation and economic efficiency. 

Available data for agriculture indicate an increase in 
gross agricultural value added in 1970 in Portugal. In 
spite of unfavourable weather the wheat harvest is 
estimated at 516 thousand tons, or 14 per cent above the 
disastrous 1969 crop; production of other cereals, except 
rye, has also increased and output of rice reached a 
record level of 198 thousand tons. Output of other food 
products—except wine—was less satisfactory, although 
the small decline in olive oil production is satisfactory 
considering that it occurred in a downswing of the 
production cycle. Meat production was affected by por- 
cine pest. Prospects for 1971 are not particularly good 
due to low rainfall at the beginning of the year. 
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TABLE 19 


Annual changes in output and in prices, by sector, in selected south European countries 


(Percentages) 
Е НО Wi se) We BAG ЛЬ Ae 
| 1966 1967 1968 1969 1970 1966 1967 1968 1969 1970 
Change in output, at constant prices G : 
(percentage change over preceding year) ibid А 
Total GDP at factor cost ...... 6.5 4.3 4.6 8.0 7.7 3.3 72 9.1 4.3 
of which: 

ae 3 ОКИ 0.1 5.9 —7.7 5.0 8.0 —9.7 10.6 3.2). =3.2 

a aed Mk О оо 12.3 2.8 1.3 9.9 9.6 6.9 ТАЙ 41.2 6.3 

ne CUOH р о bibs cous 6.3 2.6 22.4 13.8 3.5 25.0 —11.7 6.6 3.2 

О Get С Ве а. 7.2 4.6 6.3 7.3 7.4 3.5 8.4 10.2 5.8 
Distribution of GDP in 1966 and contri- 
sution to increase т GDP in subsequent 
years 

PRGTICHICUTS о sR fs tes, ep care walks 22.0 29.8 —37.4 12.3 20.0 17.6 26.0 6.4 —12.8 

Industry К ел > 22.2 14.4 34.9 27.8 28.7 38.0 40.6 47.1 57.1 

Construction SRM rere Е, Wiis 7.5 4.5 36.1 15.0 4.2 6.5 —10.6 3.9 4.0 

В В Е TRAILS « chk & 48.2 51.3 66.3 44.9 47.1 37.9 44.0 42.6 51.8 

Price changes (percentage changes over 
corresponding period of preceding year) 

GDP deflator (whole year)* .... 3.2 2.5 1.0 3.2 cis 5.9 4.8 2.2 5.0 is 
Wholesale prices (fourth quarter) . . . 3.5 —4.3 3.2 4.1 2.8 3.9 5.6 0.7 5.5 0.7 
Consumer prices (fourth quarter) ... 47 —1.0 2.1 2.4 3.9 5.0 7.8 4.2 10.6 4.5 
of which: 

о с eRe 46 —3.2 41 24 4.5 =) 4.0 3.8 8.8 3.2 

Change in output, at constant prices Spain Turkey? 
(percentage change over preceding year) 
Total GDP at factor cost ...... 7.9 4.5 5.8 7.4 6.4 10.0 6.3 6.7 5.9 4.4 
of which: 

о hs, SS 7.6 1.7 67 —1.1 1.1 11.4 0.9 19 —01 —2.0 

iMGUSy я ss bs 9.7 4.3 5.9 11.7 7.5 10.6 12.3 10.0 9.4 3.7 

КРОН НОВ с AS iw ee as 6.9 5.1 6.8 10.0 2.2 12.8 7.0 10.3 8.8 8.2 

Е к ох 6.7 5.6 5.3 7.0 7.8 8.4 8.3 8.7 8.4 9.1 

Distribution of GDP т 1966 and contri- 
bution to increase in GDP in subsequent 
years 

И ее... 17.4 6.7 19.5 —2.6 2.7 37.2 5.7 10.2 —0.3 —14.6 

У о nn Ne she к ча 33.1 32.0 33.5 52.8 40.8 18.4 36.6 29.4 32.9 28.0 

Consizuctioni.9. <0. a sw ws ee) 6.3 6.5 7.6 2.0 6.1 6.9 9.5 9.7 12.6 

ЕО, BRU) ЗЕ ails “abe UE) « 44.0 55.0 40.5 42.2 54.4 38.3 50.9 50.8 57.7 74.0 

Price changes (percentage changes over 
corresponding period of preceding year) 
GDP deflator (whole year)... ... 6.2 5.6 4.9 3.2 ки 5.7 3.9 З 5.0 5.4 
Wholesale prices (fourth quarter) ... 1.3 0.6 1.9 3.1 2.2 0.4 5.8 5.9 4.7 6.5¢ 
Consumer prices (fourth quarter) . . . 5.3 6.9 29 3.1 7.5 4.0 5.7 1.6 6.7 9.74 
of which: 

и atin сы м 3.4 4.1 3.1 2.5 4.9 8.4 4.5 6.0 11.24 


Sources: Greece: National accounts, Ministry of Co-ordination; Monthly ® For Portugal, based on unrevised figures. 
statistical bulletin; ECE indicators. Portugal: OECD Economic surveys—Portugal ; > Net domestic product for the four sectors. 
Bank of Portugal, Report for the year 1970, Lisbon 1971; Statistical yearbooks; © September-November. 

Boletim Mensal de Estatistica; ECE indicators. Spain: Contabilidad Nacional de . : 
Espafia; Banco de Espaiia, Boletin Estadistico; Boletin Mensual de Estadistica. а August—October. 


Turkey: Т.С. Resmt Gazete, 11 January 1971; Bulletin Mensuel de la Banque 
Centrale; ECE indicators. 
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The State Secretary for Agriculture in early October 
announced a new approach to the structural problems of 
Portuguese agriculture covering aspects of distribution, 
as well as production. A law has already beenimplemented 
concerning the important cereal sector (Decree law 491/70 
of 22 October 1970). The new policy combines higher 
prices for cereals with a decline in fertilizer prices and 
large subsidies and credit facilities for both more intensive 
methods in high-yielding areas and for the conversion 
of marginal lands into forests or natural pastures. 


Although several coal mines were closed in 1970 the 
value added originating in 1970 in the extractive sector 
probably increased substantially as a result of high 
tungsten extraction, stimulated by high international 
prices. After slowing down in 1969, manufacturing pro- 
duction seems to have recovered in the first eight months 
of 1970. The March (1970) enquiry by the AIP (Portuguese 
Industrial Association) shows rising investment prospects 
and expanding order-books. The available data seem to 
indicate that the recovery spread from the investment to 
the consumer-goods industries, but doubt still exists as 
to the trend of the industrial sector during the autumn, 
a period in which strong seasonal factors are operating. 


New industrial policies were announced by the State 
Secretary for Industry on 16 February 1970 and have 
already started to be implemented. The new strategy 
assumes that the Portuguese market is too limited to 
provide economies of scale and will thus try to obtain 
them from expansion in international markets; emphasis 
therefore moves from import substitution to export pro- 
motion. The new strategy seeks also to reduce adminis- 
trative obstacles and unnecessary controls and to use 
selective credit and fiscal stimuli in the pursuit of its 
objectives. Although the implementation of these policies 
in certain cases has been slow, some results are already 
apparent. 55 The recent measure (January 1971) introduced 
to reduce the industrial tax (from 18 to 15 per cent)— 
which implies that profits will be taxed at a rate of about 
25 per cent as against a previous average of 30 per 
cent—is not merely a short-term measure but also part 
of a general policy to encourage the self-financing of 
industrial investment and the re-investment of profits. 


Although the number of building permits issued during 
the first half of 1970 declined compared with the same 
period of 1969, construction activity seems to have 
expanded very vigorously as shown by the more reliable 
indicators of output of cement and building materials. 


Stimulated by an increase in the number of tourists 
(about one-quarter over 1969, which had been a bad 
year because of restrictive measures taken in some 


55 Decree No. 393/70 of 19 August 1970 lays down the general 
principles of the new system, which reduces considerably the number 
of activities subject to control and sets up clearer regulations for 
industries covered by the new system. The new industrial licensing 
system has not yet been introduced; this divides industrial activities 
into three groups: (i) those subject to strict administrative control, 
(ii) those fulfilling certain conditions relating to plant size, and 
(iii) those for which there are no restrictions at all on entry. The 
policy of export promotion and stimuli to concentration is exempli- 
fied by Decree No. 401/70, which grants important fiscal and credit 
stimuli to exporter associations of tomato concentrates. 


industrial countries), growth in the service sector may have 
accelerated considerably. 


The increase of output in Spain in 1970 was slightly 
less than in 1969; output and total demand slowed down 
during the second half of the year, particularly during 
the last quarter. Economic policies moved from mild 
restraint in late 1969 towards expansion in January 1971. 
According to preliminary estimates (January 1971), GDP 
in real terms increased by 6.4 per cent (table 19), i.e. one 
percentage point below the provisional rate for 1969. 
This mild fall in the rate of growth originated in the 
industrial sector. A marginal increase in agricultural 
output mostly reflects an increase in meat production, 
resulting from the disastrous dry weather during the 
second half of the year which forced many farmers to 
slaughter their cattle stock. The gross output figure thus 
conceals a very bad agricultural year. 


The industrial sector expanded vigorously during the 
first half of the year, but the pace subsequently declined 
very rapidly. Industrial production was 10 per cent higher 
than the corresponding period of 1969 during the first half 
of 1970, 7 per cent in the third quarter and 3 per cent in 
the fourth. Mining production continued to decline for 
the second consecutive year, mainly as a result of lower 
coal production not being fully offset by greater output 
of mineral ores. The increase of value added in manufac- 
turing declined from 11 per cent in 1969 to 7.5 per cent 
in 1970. In general, the sectors producing capital and 
non-durable consumer goods suffered the greatest decele- 
ration or decline (e.g. non-electrical machinery); the most 
important increases took place in transport equipment 
(mostly shipping), rubber, paper and printing, and basic 
metals. After the record increase of 1969, public utilities 
slowed down to a rate more in ling with that for manu- 
facturing. The construction sector experienced a very 
severe slowdown as a result of a deceleration of private 
industrial investment and particularly of public works’ 
expenditure, which was not offset by the 310 thousand 
new housing units completed in 1970, an increase of 
15 per cent over 1969.56 The service sector continued to 
expand vigorously, favourably influenced by the 11 per 
cent increase in the number of tourists. 


According to the National Institute of Statistics, the 
most dynamic elements of final demand in 1970 were: 
exports of goods and services (plus 18 per cent in volume 
terms), and gross fixed investment (plus 7.5 per cent), 
particularly investment in machinery (plus 10 per cent). 
Private consumption grew by 6 per cent and public 
consumption by 3 per cent, as in 1969; with the exception 
of foreign demand, the growth of all the main elements 
of final demand fell during 1970. Data released in February 
1971 by the Ministry of Industry for 1970 appear less 
optimistic than those quoted for they show only a 
6.4 per cent value increase in industrial investment. 


The economic difficulties affecting Turkey at the begin- 
ning of 1970 were aggravated during the earlier months 
of the year. The budget did not receive parliamentary 


56 The number of housing units under construction declined аз 
a result of the more restrictive credit conditions prevailing during 
the year. 
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approval until May and during the interim period the 
public finance situation deteriorated rapidly as the financ- 
ing of the Government came to depend on advances from 
the central bank. Tax increases. were introduced in July, 
but the disequilibrium of the economy was already serious, 
particularly in the foreign sector. In August a new parity 
of the Turkish lira (15 TL to the dollar) was adopted,® 
a set of stabilization measures was introduced and inter- 
national financial support for the programme obtained. 


The stabilization programme includes, together with 
the new parity, a reorganization of administrative proce- 
dures in the external sector and a liberalization of imports. 
Short-term measures, such as the increase in interest rates, 
are combined with more long-term policies, such as the 
creation of more flexible machinery for the supply of 
medium-term credit, the creation of a Fund for Export 
Promotion and the establishment of a capital market. 
The speed and efficiency with which these structural 
reforms are implemented will depend on the success of the 
stabilization measures taken in 1970. 


The broadening of the tax base seems to have produced 
a better financial balance of the central government 
sector. The new parity prompted quickly an increase in 
emigrant remittances and speculative imports have prob- 
ably been arrested; but the adverse effect on domestic 
prices seems to be greater than expected and the restoration 
of a climate of business confidence seemed to be still 
lacking in early 1971. 


According to provisional estimates, 58 all the elements 
of final demand, except exports of goods and services and 
public consumption, expanded in 1970 at a rate below 
that for 1969; the decline was particularly noticeable in 
fixed investment, both public and private, and private 
consumption per head remained virtually unchanged. 


After stagnating in 1969, agricultural output declined 
slightly in 1970. The wheat harvest is estimated at 20 per 
cent below that for 1969 and production of other cereals 
and cotton has also declined; but these declines were 
partly compensated by increases in the production of 
tobacco, sugar, beetroot, olives, hazelnuts and peaches. 
(Mining production may have increased rapidly in 1970, 


57 A lower parity governs the export of certain agricultural pro- 
-jucts with a relatively price inelastic demand (tobacco, cotton, 
4azel-nuts, etc.). 

58 Resmf Gazete, 11 January 1971. 


mainly as a result of greater crude oil and chrome produc- 
tion. In manufacturing, activities which are closely linked 
to construction (cement, plate-glass) or mining were less 
affected by the general slowdown, which seems to have 
been much more serious in the consumer-goods industries 
(e.g. textiles). Large output increases are also estimated 
for chemical fertilizers, petrol refining, and steel. In spite 
of the economic difficulties affecting manufacturing, the 
growth of electricity production continued to be high 
during the first three quarters of 1970. Available indicators 
suggest that construction activity continued to expand as 
in previous years, at rates above those foreseen in the 
development plan, mainly because of housing. Recent 
indicators, however, suggest a slowing down of activity, 
as building permits issued declined in August 1970. 


Apart from the transport sector, where the rate of 
expansion seems to have fallen, every other service sector 
continued to expand in 1970 at similar rates to those of 
1969. The persistent failure of the tourist sector to expand 
in line with over-all growth was aggravated in 1970 by 
cancellations due to the cholera epidemic scare. 


In southern Europe, with the exception of Portugal, 
price increases tended to accelerate in 1970. However, 
it should be stressed that, except for Turkey and Yugo- 
slavia where disequilibrium was relatively greater, the 
increase in prices was not exceptional and in no case 
exceeded previous maxima. Moreover, these increases 
followed three years of very moderate increase in Greece 
and two years of price control in Spain. 


Food prices appear to have been generally less impor- 
tant than in previous years in determining changes in the 
over-all price level (table 19). In Greece domestic prices 
were heavily influenced by rising import prices, partic- 
ularly for German goods which account for nearly a 
fifth of total Greek imports. In Portugal, the rate of price 
increases fell after the first quarter of 1970, probably due 
to the increase in industrial and agricultural output; 
services and rents were largely responsible for the increases 
during the first three quarters. In Spain much of the 
increase in prices in 1970 represents a “catching up” after 
a period of price control following the 1967 devaluation. 
Other important factors contributing to the increases 
were: a second successive bad year for agriculture, a fall 
in the growth of industrial output (accompanied by falling 
productivity), and import deposits. These factors, com- 
bined with higher wages, appear to have continued to 
influence prices in the early months of 1971. 


(ii) Trade and payments 


In general, imports into south European countries 
increased rapidly and, except in Spain, accelerated during 
1970. The acceleration probably occurred in the volume, 
as well as in the value of imports although partial price 
data suggest that an important part of the increase in the 
rurrent value of imports was the result of price rises. 
in value terms, there was a large increase in the rate of 
srowth of exports in Greece and Portugal, a large increase 
‘of over one-quarter) in Spain, a minor deceleration in 


Yugoslavia, and a modest rate of growth in Turkey. 
As a result of these trends, the trade balance of these 
countries—except Spain—deteriorated in 1970. 

In Greece, payments for imports show an increase of. 
nearly 19 per cent over those for 1969, compared with a 
rise of about 17 per cent in 1969. There has been a marked 
acceleration in the increase of imports of both capital 
and consumer manufactured goods; this probably reflects 
delayed payments for goods actually imported in 1969, 
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a= ste 


since investment in machinery is estimated to have dece- 
lerated in 1970. Raw material imports rose at about the 
same rate as in 1969 while imports of food rose at a 
considerably lower rate despite the substantial increase 
of imports of meat and live animals, dairy products and 
feeding stuff for animals. Imports of cereals declined. This 
pattern reflects the good performance of domestic ceréal 
production for the second consecutive year and the per- 
sistent inadequacy of animal production to cover domestic 
needs, despite its growth in recent years. 


Export receipts rose by 15 per cent in 1970, compared 
with 14 per cent the year before. This was the result of 
two divergent movements: first, agricultural exports 
increased rapidly due to the good agricultural performance 
in 1969 and 1970, and exports of tobacco partially recov- 
ered; second, exports of manufactured goods and handi- 
craft items slowed down, but nevertheless increased by 
29 per cent, compared with 60 per cent in 1969. This latter 
° increase reflected the coming into operation of new units 
of production, partly established with the aid of foreign 
capital. Exports of textiles, aluminium and metals, rose 
faster in 1970 than in 1969; exports of chemicals and 
pharmaceuticals, which stagnated in 1969, rose substan- 
tially in 1970. Exports of nickel and steel plate also grew 
at a particularly fast rate although this was lower than the 
eight- and four-fold increases respectively, recorded for 
1969 over 1968. 


The net result was a further widening of the trade 
deficit in 1970 which was only partially offset by an 
increase in net receipts from invisibles, in line with the 
pattern prevailing in recent years. 


Emigrant remittances, which remain the most impor- 
tant single item of invisible receipts in Greece, rose by 
24 per cent in 1970. This compares with a 16 per cent 
increase between 1968 and 1969. Gross receipts from 
transport, which had stagnated in 1969, increased by 
11 per cent in 1970. Gross travel receipts increased by 
29 per cent in 1970, compared with 24 per cent in 1969. 


The increase in the current deficit was almost offset by 
an increase in the net inflow of capital, mainly private. 


Imports into metropolitan Portugal increased by over 
20 per cent and exports by 11 per cent in 1970. As a result, 
the trade deficit (c.i.f—f.0.b.) increased by over $200 mil- 
lion to $610 million. Invisible receipts increased, mainly 
due to increased private transfers but the increase in the 
invisible surplus only offset less than half the deterioration 
in the trade balance. Thus, the surplus of the current 
balance declined by 82 million dollars on that obtained 
in 1969. A decline of 57 million dollars in the net capital 
outflow partly offset the decline in the current surplus. 


The increase in imports was partly the result of higher 
economic activity, but also of stockbuilding, part of it 
connected with persistent rumours of a currency devalua- 
tion. Practically every major import class rose considerably, 
particularly in the first half of the year. The main increases 
took place in diamonds, metals, minerals and machinery. 
While theincrease in importstended to fall throughout 1970, 
the increase in exports rose in the second half of 1970, but 
most of the increase in current value derives from a rapid 
increase in the unit value of certain exports (fish preserves, 


wine, paper pulp, and textiles). The largest increases in 
Portuguese exports occurred in machinery, chemicals and 
plastics, and mineral products (tungsten). Exports of 
textiles (the most important item in Portuguese trade) 
increased by only 6 per cent, which is fess than in recent 
years, and which may well be the result of restrictive 
policies in the United Kingdom, France, the Federal 
Republic of Germany and the United States. 


In Spain, exports increased in 1970 by nearly 26 per cent 
and imports by 12 per cent. As with other parts of the — 
economy, trends were very different in the two halves 
of the year. During the first half, imports increased by 
about 22 per cent, while in the second half they were less 
than 4 per cent above the level for the same period of 
1969. This suggests that the level of domestic demand and 
the over-all liquidity situation of business were more 
important in determining the level of imports than the 
introduction of the 20 рег cent import deposit. The 
expansion of exports was more equally distributed 
throughout the year, but while agricultural products were 
mostly responsible for the increase’ during the first half of 
1970, during the second manufactured products took the 
lead as domestic demand weakened considerably. There 
were large increases of imports of minerals, metals, and 
transport equipment and of exports of transport equip- 
ment (ships), metals, machinery, chemicals and agricul- 
tural products (mainly reflecting a doubling of olive oil 
sales). In 1970 there were important changes in the 
geographical pattern of Spanish trade: the share of total 
exports to the EEC increased substantially; imports from 
eastern Europe declined, and the share of total imports 
from North America (United States, Canada and Mexico) 
increased at the expense of other west European countries. 


It is difficult to estimate the actual change in the balance 
of payments in 1970 since leads and lags make any 
comparison of the payments data on a cash basis with 
those ~ -ived from customs statistics uncertain. It seems 
likel. owever, that the trade deficit (on a f.o.b. basis) 
declined marginally compared with 1969. If this is the 
case, and assuming that an important part of the extra- 
ordinary increase in invisible receipts (on a cash basis) 
corresponds to unrecorded capital transactions, then the © 
1969 deficit on current account of $428 million should 
have turned into a small surplus. The improvement on 
both the current and capital accounts is reflected in an 
increase in gold and convertible currency reserves (includ- 
ing IMF balances and SDRs) of $536 million, but allowing 
for the decline in net external liabilities, the improvement 
in the net reserve position is nearly $0.9 billion. 


Trade returns (by main commodities) for Turkey are 
available only for the first three quarters of 1970, so the 
effects of the August 1970 devaluation cannot yet be 
determined. During January-September, exports increased 
by 8 per cent over the same period of 1969. The increase 
was mainly the result of greater cotton and mineral 
exports, while exports of “industrial goods” 59 stagnated. 
Imports into Turkey increased in the same period by some 
20 per cent, but most of the increase (which took place 


ор The definition includes olive oil and sugar (which were sold 
exceptionally, on world markets in 1969). i 
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under licence) consisted of agricultural products (mainly 
wheat under PL 480) and investment goods under inter- 
national aid programmes. 


ol) The dollar value of imports in 1970 shows an increase of 17 per 
cent while exports increased by nearly 9 per cent. 


According to provisional estimates, there may have 
been a trade deficit (f.0.b. basis) of $350 million with the 
current account deficit slightly higher than last year; 
however, the inflow of emigrant remittances seems to have 
been seriously underestimated and consequently the 
current deficit could turn out to be smaller than in 1969. 


(iii) Prospects for 1971 


At the beginning of 1971, there appears to be no 
‘common pattern in the short-term economic prospects of 
south European countries. 


In Greece the main short-term problem seems to be to 
stimulate total demand without causing excessive pressure 
on resources. The existence of spare capacity in the 
industrial sector is an obstacle to a new investment boom 
until there has been a new acceleration of private consump- 
tion, but agreements concluded in March 1970 with 
foreign investors for important projects (in oil refining, 
aluminium-processing, thermal power, chemicals, ship- 
building, etc.) point to favourable developments in the 
near future. Apart from a moderately expansionist budget, 
the measure which may have a greater influence on total 
demand in 1971 is the renewal by the banking system of 
credit for residential construction, which has proved in 
the recent past extremely sensitive to credit policy. The 
slowing down of price increases in the major trade part- 
ners of Greece, should remove the imported cost inflation 
which heavily affected the rise in the domestic price level 
in 1970. At present, a continued expansion of the Greek 
economy at a similar rate as in 1970, without excessive 
internal or external disequilibrium, seems likely. 


The major uncertainties affecting the short-term pros- 
pects of the Portuguese economy are fluctuations in mili- 
tary expenditure and changes in external demand. The 
foreign exchange reserve position of Portugal can, in the 
short term, permit the financing of an increased foreign 
deficit. Policy measures in a number of fields in 1970 have 
tried to combine short-term stimuli with structural 
reforms.*! The moderately expansionist budget for 1971, 
together with the stimuli for investment,® seems to indi- 
cate a somewhat faster expansion of the economy in 1971, 
but longer-term growth will depend on solving the persis- 
tent problems of the Portuguese economy, viz., a very low 
domestic savings ratio, an inadequate productive struc- 
ture, and low employment creation in the modern sector. 
The new economic philosophy, incorporated in recent 
policies, seems to tackle these problems and to look 
beyond monetary effects to the structural rigidities which 
affect the economy and which are made more acute by the 
liberalization of trade. 

From mild constraint in 1970, economic policy in Spain 
has moved to moderate reflation in early 1971. Shortening 
order-books in industry, rising stocks of finished goods, 


61 Including an important educational reform introduced in 1971. 

8 The increase in interest rates seems to have been prompted not 
only by a desire to attract funds but also by a desire to direct invest- 
‘ment towards more profitable projects. 


and a slowdown in industrial activity have prompted a 
new set of measures introduced at the end of January 1971. 
A few days earlier the new budget had been introduced, 
containing an increase of over 13 per cent in expenditure 
for 1971 over 1970. In general, the set of measures ® was 
drawn up on pragmatic grounds and, in some cases, 
contradicts some of the structural reforms already intro- 
duced for discussion in the Cortes,** but they have had 
already a favourable impact on business expectations. 
If private consumption reacts rapidly and private invest- 
ment accelerates,®° economic expansion in 1971 could be 
faster than in 1970. The main danger is the possibility 
of a faster rate of inflation in which the demand elements 
would be relatively more important; the increase of 
consumer prices in January 1971 is symptomatic. It is 
likely that the trade deficit will increase in 1971. 


Economic policy in Turkey in 1970 was dominated by 
the devaluation and the stabilization measures introduced 
in August. The effect on incomes of bad agricultural 
returns for two consecutive years and the demand- 
restraining effects of the stabilization plan point to a very 
moderate growth of total demand, at least during the first 
half of 1971. In the short run, the economic assistance 
provided to. Turkey allows a certain flexibility in the 
shaping of economic policies, but the much needed insti- 
tutional reforms seem to be undertaken rather slowly. 
The narrowness of the industrial base and the high costs 
of the industrial sector, make it unlikely that exports of 
manufactured goods will expand rapidly unless other 
measures are taken to increase efficiency. In the medium 
term, the increase of the EEC import quotas for Turkish 
agricultural goods (following the start of the transitional 
period of association with EEC), may provide some relief, 
as may the increase in funds sent home by Turkish 
workers; but the successful solution of the problems of the 
foreign sector will depend in the long run on the expansion 
of exports of manufactured goods and services. 


83 These include a lowering of the basic interest rate by 0.25 per 
cent, an increase in the rediscount line of the Bank of Spain for 
export credits of 5 billion pesetas and of $1 and $2 billion respect- 
ively, for “specific important investment goods” and for “investment 
goods” in general, a softening of hire purchase regulations, an 
increase in subsidies to housing and easier credit conditions for 
subsidized housing. They also. include the continuance of trade 
restrictions, and incentives for exports of certain iron and steel 
products and an increase in investment credits and subsidies to 
agriculture. 

¢4 The new Official Credit Law foresees the disappearance of the 
special rediscount lines of credit which have now been increased. 

6 The expectations regarding investment in 1971 prior to the 
measures taken, were already rather favourable. ABC, 20 February 
1971, quoting the Statistical Service of the Syndicate Organization. 
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(iv) Yugoslavia 


Inflationary pressure, which started in 1969, increased 
in 1970. With the rate of growth of output slowing down 
and that of demand speeding up, the increase in prices 
accelerated, the foreign balance deteriorated and stocks 
fell. Towards the end of the year the Government adopted 
measures to curb the growth of demand and these are 
expected to improve the internal and external balances 
in 1971. 


The growth of output and employment 


In 1970 GNP increased by 5.5 per cent compared with 
9.8 per cent in 1969. Agriculture, where output fell by 
7 per cent compared with a 7.5 per cent increase in 1969, 
was largely responsible for this decline. Bad weather 
affected the output of crops, which declined by 10 per 
cent, but livestock production increased by 2 per cent. 
Except in distribution, the rate of growth in other sectors 
also tended to decline. 


The deceleration in the rate of growth of industrial out™ 
put (from 11.1 per cent in 1969 to 9.5 per cent in 1970) 
and of construction may have been due partly to increased 
seasonal variations, but may also have reflected a short 
cyclical fluctuation. The duration of these disturbances, 
however, was not very long. The rate of growth of indus- 
trial output declined from a peak of 13.4 per cent towards 
the middle of 1969, to a trough of 6.6 per cent in the third 
quarter of 1970; towards the end of 1970 the rate of growth 
picked up to 14 per cent, and in the first quarter of 1971 it 
was 11.4 per cent. The decline in the rate of growth of 
construction was entirely due to a shift in investments 
towards machinery; activities of Yugoslav construction 
enterprises abroad soared by 76 per cent and surpassed 
$250 million. 


The most disturbing problem in the Yugoslav economy 
today is a dual price system ® which affects adversely the 
terms of trade and wages of the branches producing 
industrial inputs, public utilities and services. Adverse 
terms of trade and instability of sales also represent a 
grave problem for the livestock industry. This diminishes 
profitability, and hence the capacity to invest of these 
industries. It further affects the foreign balance and the 
stability of wages which, in turn, prevents the full utiliza- 


® In Yugoslavia prices of manufactured products (which accoun 
for 60 per cent of industrial output) are determined in free markets 
while those of industrial inputs, transport services and public utilities 
are administered. Administered prices are only occasionally increased 
by the Government. The results of this dual system have been, first, 
a continuous distortion of relative prices, which had been aligned 
by the economic reform of 1965 with world market prices and, 
secondly, a distortion of relative wages which had been adjusted 
in 1965 to reflect productivity. Distortions take place at the expense 
of those products and services whose prices are blocked. During 
1966-1969 industrial producers’ prices increased on average by 
5 per cent, whereas prices for electricity, coal, oil and steel hardly 
changed, and those for chemicals and non-metallic minerals increas- 
ed less than average; in 1970, producers’ prices increased on average 
by 9 per cent. Price increases were allowed for steel, coal and electri- 
city in 1970 and for electricity, petrol, railway and port tariffs in 
February 1971. 


tion of manufacturing capacity and reduces growth to a 
rate which is compatible with foreign balance. Because of 
this as well as import liberalization and the relatively 
greater ability of foreign countries to extend credit, the 
growth of a number of normally very dynamic industries 
(metal-using, electro-engineering, paper, etc.) and of 
livestock slowed down considerably in 1970. 


Most of the growth in national output continued to 
derive from increases in productivity, but there was some 
increase in the rate of employment growth—from 3.1 per 
cent in 1969 to 4 per cent in 1970. With emigration 
continuing at a rate of 190,000 per year (raising the total 
number to 900,000), this reduced registered unemployment 
to 137,000 or to 3.6 per cent of the labour force outside 
agriculture. However, because of the many agricultural 
workers who are registered as seeking work outside agri- 
culture but who, in the waiting period, remain under- 
employed in agriculture, the total number seeking 
employment was 330,000, or 8.5 per cent of the non- 
agricultural labour force. Vacancies were roughly 50,000. 


The intensification of inflationary pressure 


The decline in the rate of growth of output was not due 
to any weakening in domestic demand, which grew by more 
than 10 per cent in volume compared with 7.9 per cent 
in 1969. But the growth of exports slowed down while 
imports grew roughly twice as fast as exports. However, 
in the course of the year, the growth of domestic demand 
tended to slow down mainly because of a fall in the rate 
of growth of investment, but this should have affected the 
foreign balance through a fall in potential imports, rather 


- than the rate of growth of output. 


Throughout 1970 the growth of demand exceeded the 
growth of supplies in value terms by roughly 9 per cent, 
compared with 7 per cent in 1969, and so inflationary 
pressure accelerated. Industrial and agricultural producer 
prices increased by about 9 and 16 per cent respectively, 
compared with 3 and 9 per cent in 1969, wholesale and 
retail prices by 9 per cent against 5 and 7 per cent respec- 
tively in 1969, and the cost of living rose by 11 per cent 
against 8 per cent in 1969. 


Press reports of a recent symposium in Sarajevo on 
economic policies indicate that Yugoslav economists are 
almost unanimous in agreeing that wage costs are the 
main source of this pressure. In Yugoslavia inflationary 
pressure normally starts when workers’ councils increase 
wages faster than productivity. In 1970 wages increased 
by 17 per cent (16 per cent in industry) but productivity 
by only 2.9 per cent (6 per cent in industry), compared 
with 15 and 7 per cent in 1969; agricultural output declined 
but income from sales increased by 21 per cent (30 per 
cent in 1969), although part of this came from sales of the 
1969 harvest. Since prices of 60 per cent of industrial out- 
put and of all agricultural products are freely determined 
in the market and since competition from imports is not 
very strong, there is nothing to prevent an increase in the 
general level of prices. Furthermore, the increase in wages 
and prices leads to higher government revenue as a result 
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of higher tax yields (wage and turnover taxes) and a larger 
flow of social security contributions, which are related 
to wage levels; with balanced budgets, this increase in 
revenue in turn leads to at least equivalent increases in 
social and government expenditures (pensions, for exam- 
ple) and does nothing to reduce the inflationary effect of 
the wage increase. Moreover, the rise in wages, so far as 
it cannot be passed on in prices, reduces the self- financing 
possibilities of enterprises and the financing of Govern- 
ment investment from savings and leads to increased 
demand for credit—thus adding an element of demand 
inflation to the cost inflation. In 1970 rising prices of 
imports and the decline in agricultural output acted in the 
same direction. 


Personal disposable income rose by about 27 per cent 
compared with 21 per cent in 1969. Savings rose by 33 рег 
cent, and consumer expenditure by roughly 22 per cent 
(17 per cent in 1969). Output of industrial consumer goods 
increased by 10 per cent, but as stocks fell by more than 
9 per cent and imports increased by 18 per cent, retail 
sales rose by 25 per cent (or 14 per cent in real terms). 
Production for own-consumption increased little. The 
volume of private consumption increased by roughly 
10 per cent compared with 7.2 per cent in 1969. 


Budget revenues increased, but expenditures increased 
somewhat less. The purchasing power of the Government, 
however, increased rather more because of an expansion 
in ex-budgetary revenues; but an even faster expansion of 
ex-budgetary expenditures wiped out the budget surplus. 
These revenues are used to finance federal investments, 
and funds for the promotion of exports, agriculture and 
tourism but, since they are not sufficient, the gap is filled 
by borrowings from the National Bank, which are equiva- 
lent to new issues. Total government receipts in 1970 
rose by about 30 per cent compared with 17 per cent in 
1969; the size of the deficit is not yet known. 


The gap between investment and saving was filled by 
higher producer prices, a decline in stocks and by short- 
term credit which, on the whole, expanded much more in 
1970 than in 1969. Demand for credit tends, anyway, to be 
excessive because, due to inflationary pressures and ceil- 
‘ings on the interest rate, the real interest rate tends to be 
low or even negative, as in 1970. Cheap credit and free 
market prices together provide no incentive to workers’ 
councils to align wage increases with changes in produc- 
tivity. The end result was that the volume of gross fixed 
investment increased by 11 per cent (in 1969 it rose 
9.2 per cent). However, domestic output of capital goods 
increased by only 7 per cent compared with a rise of 
29 per cent in imports. 


° The balance of payments 


The major features of the development of foreign trade 
in 1970 were a decline in the rate of growth of exports 
(from 16.3 per cent in 1969 to 14 per cent in 1970), a sharp 
acceleration in the rate of growth of imports (from 19 to 
33 per cent) and an increase of 81 per cent in the trade 
deficit which reached $1.2 billion ($1.07 billion in convert- 
ible currencies). As discussed above, these trends were 
due to several factors: first, demand pressure and domestic 
price inflation increased the attractiveness of the domestic 


market relative to export markets and also increased the 
price competitiveness of imports; secondly, structural 
difficulties in agriculture and industry led to increased 
imports of inputs; thirdly, import prices increased faster 
than export prices; and, finally, rumours of devaluation 
caused leads and lags in imports and exports. The last 
point, together with a liberal credit policy, were the main 
reasons why various measures intended to curb imports 
(5 per cent surcharge and deposits amounting at first to 
50, then 30 and finally 20 per cent of the value of imports) 
turned out to be ineffective. All these factors had some 
influence on the structure of exports and imports and on 
the stock of imported goods. Imports of capital goods, 
inputs and consumer goods increased by 29, 41 and 18 per 
cent respectively, while stocks of imported goods rose 
by 26 per cent (September 1970 over September 1969) and 
stocks of imported inputs more than doubled. Exports of 
industrial products increased by 16 per cent (non-ferrous 
metallurgy, metal-using, shipbuilding and food by 23-41 
per cent) and primary agricultural products by 4 per cent. 

A more encouraging feature was a rapid expansion of 
the export surplus of services which reached almost 
$900 million in 1970. The largest increase was for workers’ 
remittances which reached $500 million, followed by 
$340 million for tourism. This still left a deficit on current 
account of about $300 million, which was twice as high 
as in 1969. The net inflow of capital covered most of this 
deficit, but although foreign currency reserves in October 
remained at about the same level as in October 1969 
($200 million), they declined by one-third relative to 
their level in January 1970. 


Prospects for 1971 


The aim of economic policy in 1971 is to reduce infla- 
tion to the average rate, prevailing in industrial market 
economies and to improve the balance of payments; 
at the same time, a high rate of growth is needed to 
ensure that the natural increase in the labour force is 
employed. In fact, the rate of growth of GNP is expected 
to remain unchanged (5.5 per cent) but this is expected to 
be due mostly to the recovery of agricultural output since 
other sectors may continue to decline. Private consumption 
should grow faster than GNP, but this should be mostly 
at the expense of government consumption rather than 
savings. Exports and imports should grow faster than 
output, but exports a great deal faster than imports 
(by 13 and 7 per cent respectively). 


Since inflationary pressure and external deficit arise not 
only from cost increases and excessive demand but also 
from structural maladjustments and deficiencies in the 
economic system, the Government has prepared a com- 
prehensive stabilization programme to be implemented 
in three stages. 


The first stage was completed in January 1971: ceilings 
were imposed on increases in the money supply during 
January-March 1971 (to 2 per cent above the December 
1970 level), on government spending and wages (both 
limited to 11 per cent over their 1970 levels); prices of all 
industrial products and services were blocked, allocations 
from the central foreign currency fund were reduced by 
20 per cent and the dinar was devalued by 20 per cent. 
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The aim of these measures was to reduce quickly the 
level of excess demand, to reduce the propensity to import, 
to eliminate prior deposits and surcharges on imports, 
and to prepare the ground for changes in the economic 
system which should reduce the tendency towards insta- 
bility. In fact, the above measures imply only a small 
increase in wages and government spending in the first 
quarter of 1971, since the limits had already been ex- 
ceeded by the end of 1970. Exceptional wage increases 
above the limit will be allowed only in industries which 
have lagged considerably behind in the last three years. 
It was stated that the restrictive measures would be 
suppressed by the end of April 1971, except the freezing 
of prices which will be reduced only gradually with the 
liberalization of imports. 


In the second stage, to be completed by April 1971, a 
number of government responsibilities in such areas as 
investment and trade promotion will be reduced and 
transferred to enterprises; in addition, credit and foreign 
currency systems will be adjusted and incomes policies 
re-invigorated. Taxes on wages, the turnover tax payable 
on imported inputs and taxes on certain assets have 
already been cut. This involves a transfer of resources 
to enterprises equivalent to some 6 per cent of GNP, but 
it does not mean an increase in their rurchasing power 
because their dependence on self-financing will increase 
at the same time. Talks are already going on at regional 
and branch levels about incomes policies, and collective 
agreements have already been signed in some sectors. 


The aim of these measures is to reduce the increase in 
wage costs, to break down the chain reaction that the 
inflationary process sets off under existing conditions and 
to introduce a self-stabilizing mechanism in the economic 
system. 


The third stage of this programme should be the 
introduction of a new Five-year Plan in May 1971 with 
the aim of reforming the economic structure and laying 
the foundations for rapid growth and, eventually, the 
introduction of convertibility of the dinar. 


The achievement of stabilization will depend on the 
consistency and rigour with which these policies and 
reforms are implemented. It is threatened by several 
factors. First, it may not prove as easy for the Government 
to transfer its obligations to enterprises as its revenues. 
Secondly, the wage freeze will raise profits and the 
capacity to invest in spite of the credit restrictions. 
Thirdly, sectors with depressed prices are allowed to 
increase their wages faster than average, which will push 
up costs and strengthen the demand for wage increases 
in other sectors. Similar effects can be expected from 
price increases allowed recently. Fourthly, liquidity may 
increase unduly if vigorous measures are not applied to 
offset the resources released by the recent abolition of: 
import deposits and the repatriation of earnings from 
abroad after the devaluation. Finally, the decline in the 
Government’s financial role may itself limit the scope 
and effectiveness of the stabilization programme. 


CHAPTER 2 


RECENT ECONOMIC DEVELOPMENTS IN EASTERN EUROPE 
AND THE SOVIET UNION 


1. A SUMMARY VIEW OF ECONOMIC DEVELOPMENT IN 1970 AND IN THE PLAN 
PERIOD 1966-1970 


(i) Tendencies in growth of national output in 1970 


Taking the group of east European countries and the 
Soviet Union as a whole, national output increased in 
1970 at an accelerated rate of more than 7.5 per cent 
compared with a growth of 5 per cent in 1969 (see text- 
table below). This was entirely due to the faster growth 
of the Soviet economy which expanded at a rate of 
8.5 per cent compared with less than 5 per cent in 1969.1 
Czechoslovakia, the German Democratic Republic, and 
Hungary increased their net national product by 5, 
Albania and Poland by 6, and Bulgaria and Romania 
by roughly 7 per cent. Compared with 1969, this is a slow- 
down in the growth rate for five out of the seven east 
European countries. In the German Democratic Republic 
growth was about the same as in the previous year, and 
in Poland a recovery occurred from the very slow advance 
in 1969. The result for the combined national output of 
eastern Europe, without the Soviet Union, is an un- 
changed growth rate of 5.6 per cent. 


1 The figure given in the plan-fulfilment report for 1969 was 
6 per cent (see Economic Survey of Europe т 1969, part П, pp. 1-2), 
subsequently adjusted to 4.8 per cent. 


The planned growth targets of the net material product 
for 1970 were exceeded considerably by the Soviet Union 
and were just fulfilled in Czechoslovakia, Poland and 
Hungary. In the other countries of the area actual growth 
of the net material product fell short of the plan targets. 
The Soviet Union was also the only country of the area 
where the rate of growth in 1970 exceeded the actual 
growth performance during the Five-year Plan period 
1966-1970. In the German Democratic Republic and 
Poland actual growth in 1970 was just in line with the 
rates recorded for the Five-year Plan. In the other 
countries, however, growth of net material product in 
1970 was lower than during the entire medium-term plan 
period by 1-3 percentage points. As a result, the net 
material growth rate in 1970 for the east European 
countries combined was also 1 percentage point lower 
than that for the whole Five-year Plan period. 


At the time of drafting this report there was hardly 
any information on the contribution of individual sectors 
to the growth of the net material product in 1970 in terms 
of net value added. For the main producing sectors only 


Growth rate of national income produced 


Annual compound rate of growih 


Percentage change over preceding year 


1965-1970 


ЕН ape Е 1966 1967 1968 1969 1970 pn 
УИЗЕЕЕ оса оо а а О ol le 5.7 са. 8.0 8.8 9.0 75 11.0 11 6 12 
Врата Carew т bask Shee) ге лева 6.7 8.5 8.68 11.1 9.0 6.4 9.98 7 9 
GCrechosloyakia вла wees Gees hee 1.9 4.1-4.4 6.8 9.2 5.2 8.4 6.5 5 5.2 
German Democratic Republic ........ 3.5 5.1-5.7 5.2 4.9 5.4 5.3 5.1 552) 4.9 
FLUNG ATV ie i Add ЕТ ЕЕ 4.7 3.5-3.9 6.8 8.4 8.7 5.0 7.2 5 7 
ПЕН. с И сии И ОЕ 6.2 6.0 6.0 el 5.7 9.0 2.9 ca.6 5.8 
ПОНИ о, о ре ene eae Pests 9.1 7.0 1 10.0 7.3 6.8 7.9 6.6 са. 13 
Bastern'Burope?. 6. 9. 2.8. ен 4.9 Cano 6.5 a 6.3 he? 5.6 5.6 6.7¢ 
ие ри соо Seat о Le 6.5 6.6-7.1 7.6 8.1 8.6 8.3 4.8 са.8.5° 6.1* 
Byelorussian 558... ее 46 oes uh? 9.8 9.3 10.0 10.9 9.0 6.0 8 8 
icrainian, ЗОВИ ys а ое еее © 7.0 7.0 6.8 5.0 7.6 8.8 6.5 6 6 
6.0 са. 6.6 KE 8.0 7.9 8.0 5.0 1) са. 6.5% 


Eastern Europe” and Soviet Union 


ee —_——д—дАы—дыд—д—д—д— 


Sources: National statistics, plans and plan-fulfilment reports. 
Nore.— For a detailed description of the composite index see Economic Survey 
of Europe in 1969, part П, р. 1. 


® According to latest direct communication from government; figures in table 
are preliminary data. 

> Excluding Albania. 

© Domestically distributed national income. 
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data on gross output were available, which had to be 
used to explain the growth rates of net material product 
attained in 1970 taking, of course, into account that gross 
and net growth rates may not necessarily be identical. 
In the Soviet Union, the acceleration in growth of national 
output in 1970 and the overfulfilment of the annual growth 
target was the result of an all-round improvement in every 
main producing sector. 1970 was a good year for agri- 
culture, which contributed most to the rapid over-all 
growth of the Soviet economy (see table 1 and section 2(i) 
of this chapter). After a setback in 1969 due to poor 
weather, agricultural output soared in 1970 (by 8.7 per 
cent), comfortably exceeding the expectations of the 
annual plan target and setting a new record level. It is 
virtually certain that net value added increased even more. 
Expansion in agricultural output was far more modest 
in Byelorussia, and even more so in the Ukraine (but, 
there was no decline in agricultural output in this Republic 
in the previous year); consequently the growth of net 
material product in both Republics remained less than 
the all-Union rate. Also, the faster growth of industry 
and the marked acceleration in the growth of construction 
contributed to the rapid growth of the national income 
of the Soviet Union. 


The marked slowdown in the over-all growth of the 
Albanian economy (from 11 per cent in 1969 to 6 per cent 
in 1970) can be explained by a simultaneous retardation 
of growth in agriculture and industry. In the other coun- 
tries, changes in over-all growth rates were the outcome of 
opposite tendencies in the main producing sectors. In 
Hungary and Romania, slowdowns in the growth оЁ net 
material output were the exclusive results of absolute 
declines in agricultural output due to flooding and other 
climatic adversities. The other main producing sectors 
improved their performance (in Hungary, the growth rate 
in industry, and in Romania in construction, exceeded 
considerably the rate attained in 1969), but this could 
not compensate for tiie losses incurred in agriculture. 


In Poland, even the modest recovery in agriculture, 
after the severe decline in 1969 (much more accentuated 
in net than in gross terms), apparently made up for 
slackening in industry and construction; the growth rate 
of net material product was close to the longer-term 
average. In Bulgaria, slower growth in industry contri- 
buted to the deceleration of over-all output growth; the 
other producing sectors grew faster in 1970 than in the 
previous year. Other factors, however, such as a slower 
growth in net output than in gross output might also have 
contributed to the deceleration. In Czechoslovakia, the 
rates of growth of industry and construction accelerated, 
and that of agriculture kept pace with the previous year’s 
growth; nevertheless, the growth of net material product 
slackened considerably in comparison with the year be- 
Гоге.? The explanation is apparently the much smaller 
contribution of trade to the growth of net material pro- 


* The Czechoslovak Statistical Yearbook 1970 has no information 
on NMP growth in 1969; according to the CMEA Yearbook 1970, 
it was 8.4 per cent. This figure is also given in an article in Planované 
Hospodarstvi, No. 1, 1971, p. 25. However, according to a later 
article in Rudé Ридуо, 3 March 1971, national income produced 
advanced by 6.5 per cent in 1969. 


duct in 1970, retail trade’ turnover increasing by only 
2.2 per cent in comparison with 7.3 per cent in 1969. 
In the German Democratic Republic the rate of growth of 
net material product in 1970 remained unchanged al- 
though that of industrial output, and especially of con- 
struction, slowed down compared with the previous year. 
No over-all figures for agricultural output have been 
published, but from such information as is available (see 
section 2(i) and tables of this chapter) it appears that 1970 
was rather disappointing. However, even a small recovery 
after the decline of net agricultural output in 1969 by some 
8 per cent may have helped to maintain the growth of 
net material product at the same rate as in 1969. 


Even less information is so far available on the distri- 
bution between end-uses of the increase in national in- 
come, and only tentative observations can be made. In the 
Soviet Union, the acceleration in growth of the domesti- 
cally distributed national income has been mainly used 
to strengthen stocks which were depleted during the pre- 
vious year, and to accelerate investment which rose by 
9 per cent and assets put into operation, which rose by 
11 per cent. Consumption grew only slightly faster 
(apparently 7.5-8 per cent) than in 1969. This can be 
assumed from the fact that retail sales expanded at rough- 
ly the same rate as in 1969. The total wage fund increased 
by more than 7 per cent, almost at the same rate as in 
the previous year. The increase in farmers’ income was 
much faster than that of average wages, in line with the 
orientation of incomes policy towards narrowing the gap 
between them. No information is yet available on the 
contribution of net foreign transactions to the distribution 
of the national income. 


Poland accelerated its growth rate considerably com- 
pared with the very slow growth in 1969. Since exports 
grew more than imports, resources available for internal 
use rose slightly less (5.9 per cent) than national income 
produced. Distribution deviated from the planned pattern 
due to the accelerated growth of accumulation by 11 per 
cent (instead of the planned 3.5‘per cent). Both individual 
and social consumption grew much more slowly than 
distributed national income, and also slowed down con- 
siderably in comparison with previous years. However, 
the net increase in investment (4 per cent) was also smaller, 
both in relation to the distributed national income and 
to the growth attained in the previous year. Only additions 
to stocks, following the considerable de-stocking of the 
previous year, outstripped by far (38 per cent) the rate 
of growth of total expenditure. Since increases in whole- 
sale and retail stocks were 30 per cent® below those re- 
corded in 1969, stocks of materials and finished goods in 
industry must have grown very fast. 


In the German Democratic Republic, domestically 
distributed national income had already increased faster 
in 1969 than the net material product (by 7.5 and 5.1 per 
cent respectively), mainly because of a faster increase in 
imports than in exports. While no data on distributed 


3 Between 31 December 1969 and 31 December 1970, in current 
prices; the trend was also affected by the reduction of prices of some 
durables in December 1970, which boosted sales which previously 
had been rather sluggish. 
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Annual cumulative rate of change 


Percentage change over previous year 
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Czechoslovakia 
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= 1970 — 1966-1970 1971 
г я 5. и 1 ее 7 ЕЕ 1966 1967 1968 1969 1970 Plan 
Poland 
Global output 
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Byelorussian SSR 
Global output 
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Sources: National statistics, plans and plan-fulfilment reports. < Commodity production. 
® At current foreign exchange prices. 4 Centralized State investment. 


> Including public consumption. © Revised plan target. 
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national income for 1970 are yet available it is probable 
that this development has continued. Imports increased 
by 15 per cent, while exports expanded by only 10 per cent, 
and the trade deficit amounted to $150 million in 1970, 
thus temporarily increasing the resources available for 
internal use. However, the rate of growth of both con- 
sumption (as well as retail sales) and investment outlays 
(no data on net capital stocks formation are so far avail- 
able) slowed down in comparison with the previous year 
so that here as well, additions to stocks—after an absolute 
decline in the volume of stocks in 1969—must have grown 
much faster than the distributed national income. In 
Hungary, the rate of growth of consumption and accumu- 
lation outstripped the growth of domestic production, and 
domestically distributed national income must have advanc- 
ed more rapidly (no figure yet available) than the net mate- 
rial product. Additional resources for domestic end-uses 
were derived from a much faster growth of imports (30 per 
cent) than of exports (11 percent), and the export surpius of 
about $160 million in 1969 turned into an import surplus 
of about $190 million. Consumption increased somewhat 
faster than in the previous year, but investment outlays 
increased by as much as 14—15 per cent (no information 
yet on net increase of fixed capital stock), and stock- 
building may have risen by 20-25 per cent (it was small 
the year before). It is also probable that a part of imported 
materials (increase of 22 per cent) went into additions to 
stocks. Investment outlays were directed more than in 
1969 towards increasing purchases of machinery and 
equipment (imports of machinery and equipment increased 
by 40 per cent), while construction increased by 9 per cent. 


In Czechoslovakia, resources available for distribution 
to domestic end-uses probably increased at the same rate 
as the net material product, while over-all imports and 
exports remained roughly balanced. Consumption slowed 
down considerably (individual consumption increased by 
1 per cent, and social consumption by some 5 per cent) 
as a result of firm measures introduced by the Government 
to restrict growth in incomes and prices, and to restore 
the balance of supply and demand in consumers’ markets. 


Investment outlays grew by 6.1 per cent, faster than the 
national income, while an increase of only 2.5 per cent 
had been planned. Nevertheless, the increment was only 
about half as large as in the preceding two years and for 
the first time in the whole five-year period investment 
completions grew much faster (17.2 per cent) than invest- 
ment outlays. Also, additions to stocks increased more 
rapidly (8.4 per cent) than distributed national income 
and also faster than in the previous year. While re-stocking 
in the trading organization was on the whole advan- 
tageous, some of it, as well as increasing producers’ 
stocks, reflected production for which there was no demand. 


Bulgaria further improved its trade balance in 1970 
and the export surplus increased to almost $200 million. 
As a result, the distributed national income probably 
grew more slowly than the net material product. However, 
consumption (and retail sales) grew faster than in 1969; 
restriction of the growth of domestic demand was concen- 
trated on investment outlays, which remained unchanged 
compared with 1969. According to information available 
for three quarters of the year, some de-stocking may have 
taken place. 


In Romania an unchanged ithport surplus of about 
$100 million may have helped to balance rising consumer 
demand and investment requirements which both grew 
faster than in the preceding year, and faster than the 
national income produced. Information on stock for- 
mation is not available, but it may be assumed that a 
decline has taken place. 


In eastern Europe and the Soviet Union generally, the 
growth of national output in 1970 was achieved with 
only a small increase in employment. This was in line 
with earlier tendencies but last year the slowdown in 
employment growth, especially in industry, was very 
marked indeed. Both in the east European countries as a 
group and in the Soviet Union, employment in industry 
rose by only 1 per cent; the increase in labour produc- 
tivity ranged from 5 to 9 per cent in individual countries. 
For the area as a whole, growth of output per man in 
industry accelerated from 5 to 7 per cent. 


(ii) Economic growth in the plan period 1966-1970 


The year under review is also the terminal year of the 
Five-year Plans 1966-1970. This provides an opportunity 
to give a brief appraisal of the main growth tendencies in 
this period compared with the first half of the 1960s. | 

The entire period 1966-1970 is characterized by high 
annual growth rates of the net national product, ranging 
from 5 to 9 per cent, in all countries of the area. Not a 
single country had a rate of growth under 5 per cent 
which, in the socialist countries, is usually considered to 
be the minimum long-term rate of expansion. This is a 
considerable improvement on the growth actually attained 
in the previous medium-term plan period 1961-1965. 
Almost all countries had higher growth rates in 1966-1970 
than in the previous period, except Poland, where they 
remained unchanged, and in Romania where a certain 


deceleration occurred. The composite annual growth rate 
for the area as a whole accelerated from 6 per cent during 
the period 1961-1965 to 7.3 per cent during 1966-1970. 
The Soviet economy advanced by 7.6 per cent a year 
compared with 6.5 per cent in the earlier period. Even 
more marked was the acceleration in the Byelorussian 
SSR, where the net material product grew annually by 
over 9 per cent during 1966-1970. By contrast, growth of 
national output in the Ukrainian SSR, remained under 
the all-Union level and slightly under the growth rate 
attained in the first five years of the 1960s. In the east 
European countries (excluding the Soviet Union) the 
composite annual growth rate of NMP improved from 
under 5 per cent in the earlier period to 6.5 per cent during 
1966-1970. Acceleration was especially marked in 
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Czechoslovakia and Albania, but exceeded 1.5 percentage 
points per year also in Hungary, the German Democratic 
Republic and Bulgaria (in this order). 


Another feature of the last Five-year Plan period was 
that plan targets for over-all net national output were 
more than fulfilled in the Soviet Union and in most of 
the east European countries. In the German Demtocratic 
Republic plan fulfilment remained within the target range 
of the original medium-term plan, and in Poland it was 
just reached. By contrast, the more ambitious growth 
targets of the Five-year Plans for 1961-1965 were not 
reached completely in any country of the area. 


A distinct change can be observed in the growth pattern 
among the main sectors. Taking the area as a whole, 
industrial output increased at the same annual rate (8.3 
per cent) during 1966-1970 as in the previous Five-year 
Plan period. The composite index is, of course, very much 
influenced by the great weight of Soviet industry which 
likewise advanced in both Five-year Plan periods at practi- 
cally the same rate (8.5 per cent). This should be compared 
with the acceleration in growth of total national output 
in the more recent plan period, both in the area as a whole 
and in the Soviet Union itself. But also in the east Euro- 
pean countries taken as a group, the annual growth rate 
of industrial output improved only marginally (by 0.2 per 
cent). In individual countries a comparison of growth 
rates in industry between both medium-term plan periods 
showed considerable variations. Only in Albania, where 
industrial output growth accelerated during 1966-1970 by 
as much as 6 percentage points compared with 1961-1965, 
was this faster growth more marked than that in total 
national output. Industrial output also grew faster in the 
more recent period in Czechoslovakia and the German 
Democratic Republic, but the margins were smaller than 
for total national output. In Bulgaria and Hungary, the 
rate of growth of industrial output decelerated in the last 
Five-year Plan period, while net material product recorded 
higher growth rates. In Poland, no significant changes 
occurred in the growth of NMP or of industrial output 
between the two plan periods. In Romania, both indicators 
showed a deceleration in the last Five-year Plan period, 
particularly industrial output. By and large, these compar- 
isons confirm the observation made in an earlier secre- 
tariat study‘ that the ratio of growth of net material 
product to industrial growth has a tendency to increase in 
the long run. 


One must, therefore, look to the other economic sectors 
to explain the improvement in the over-all growth perform- 
ance during 1966-1970. In the Soviet Union, agricultural 
output increased by almost 4 per cent a year compared 
with over 2 per cent in 1961-1965. Thus, most of the 
acceleration in national output is the result of faster- 
growing agricultural output. 


“Cf. “Structural trends in European manufacturing”, Economic 
Survey of Europe in 1969, part I, p. 31 and table 2.20. It should be 
noted that in that study the ratio between national output and 
industrial output is derived from growth rates expressed in terms of 
net production. In the present SuRVEY, growth rates of net material 
product are compared with those of global output in industry, 
because so far only scattered data are available on net industrial 
output for 1970. 


In some of the east European countries, the impact of 
growth in agriculture on over-all national output was also 
significant. Especially in Czechoslovakia and Hungary, 
faster growth in agriculture contributed considerably to 
the acceleration of net material product in the last Five- 
year Plan period. The improvement in agricultural per- 
formance is even more marked when measured in terms 
of net production; while agricultural net production in 
both countries between 1960 and 1965 declined and thus 
contributed considerably to deceleration in the net ma- 
terial product, in the second period net production of 
agriculture had a positive growth rate (up to 1969; no data 
for 1970 are yet available), thus exerting a positive influ- 
ence on the growth of over-all material product. 


In Albania, accelerated growth in agriculture together 
with a still bigger improvement in the growth of industry 
generated the faster advance of the net material product. 
The faster advance of net agricultural output in the 
German Democratic Republic during 1966-1970 (1 per 
cent per year) than in the previous medium-term plan 
period contributed somewhat to the acceleration of 
growth in national output, though the small share of agri- 
culture (less than 12 per cent in 1969) in net material 
product should be noted. Nevertheless, in view of the 
setback suffered by the agricultural sector in the last two 
years, actual growth rates remained considerably under 
the medium-term plan target, and this deficiency contrib- 
uted to only the lower margin of the target range for 
national income growth being reached. Also in Poland and 
Romania, disappointing growth rates in agriculture both 
in relation to the medium-term plan target and to the 
period 1961-1965 helped to keep down the growth of 
total national output. 


The share of construction in the net material product, 
in all countries of the area, generally does not exceed 10 
per cent; nevertheless, the much faster increase of 
construction in the last five years seems to have been a 
significant factor accelerating over-all growth, except in 
the Soviet Union and Romania. In the Soviet Union, 
construction output increased during 1966-1970 at roughly 
the same annual rate (7.4 per cent) as in the earlier plan 
period, and similar growth rates during the two periods 
occurred in the Ukrainian construction industry. In 
Byelorussia, on the other hand, the construction sector 
advanced much faster in the last Five-year Plan period 
than in the first half of the 1960s and the annual growth 
rate (13.4 per cent) exceeded considerably the all-Union 
total. In Romania, construction output slowed down more 
than the net material product. In some countries of the 
area, including the Soviet Union, Czechoslovakia 
Hungary, and Poland, accelerated growth in transport 
and trade contributed significantly to a faster over-all 
rate of growth. 


In all countries, consumption (private and i 
during 1966-1970 advanced faster м in the те <a 
period. The actual rate of growth also exceeded. or 
matched, the growth of consumption envisaged in the 
Five-year Plans. In the Soviet Union, the actual growth 
rate was equal to that of distributed national income 
which meant a similar growth rate for net accumulation 
(net investments plus changes in stocks). In the other 
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countries, the growth rate of consumption advanced more 
slowly than distributed national income and accumulation 
advanced faster. As pointed out in section 3 of this chapter 
(see table 20), investment ratios attained in the last plan 
period, compared with the first half of the 1960s, remained 
unchanged only in the Soviet Union, while in the other 
countries the ratio of investment to national income 
increased. Especially in the later years of the Five-year 
Plan period, investment expansion seemed to have 
exceeded acceptable limits in Bulgaria, Czechoslovakia, 
the German Democratic Republic, Poland and Hungary 
where various measures were required to contain invest- 
ment demand and to concentrate on investment com- 
-pletions. 


The last five years witnessed a slowdown in the outflow 
of manpower from agriculture in most countries of the 
area compared with the first half of the 1960s. Only in 
Bulgaria and the German Democratic Republic did the 
agricultural labour force decline by a faster rate than 
previously. A tendency observed earlier® towards slower 
than average growth of employment in the producing 
sectors seems to have continued throughout the last five 
years. The combined effect of a slower intake of manpower 
from agriculture and a faster expansion of employment 
growth in the service sector made itself felt especially 
in smaller employment increments in industry. As 
pointed out in section 2 (ii) and table 14, growth of 
industrial employment slackened in 1966-1970, compared 
with the earlier period, in most countries of the area. The 
slowdown was especially marked in Czechoslovakia, 
Romania and the Soviet Union. But in the German 
Democratic Republic where during the first half of the 
1960s employment remained constant there was a mod- 
erate acceleration in industrial employment in 1966-1970; 
while smaller than in the other countries, the rate of 
increase—nearly 1 per cent a year—is now closer to that in 
Czechoslovakia. 


The growth rate of employment in construction was 
generally faster than in industry but during the closing 
years of the Five-year Plan period employment expansion 
was falling off in most countries. Nevertheless, in view of 
the big increases in employment in the first years,® 
manpower intake during the entire quinquennium rose 
faster than in 1961-1965. 


5 Cf. Economic Survey of Europe in 1969, part I, pp. 17-19 and 
appendix table 2. II. 


в Cf. Economic Survey of Europe in 1969, part II, р. 41 and table 17. 


It is now possible to compare the percentage share of 
productivity growth in output growth between the two 
Five-year Plan periods: 


Percentage share of productivity growth in output growth 


RE Ae al SEE a cate a Se ee ТЕ С ae 
1961-1965 1966-1970 


Indus- —Соп- 
try® struction» 


Indus- _Con- 
try® struction 


Bulgaria. ....... 63 57 64 40 
Czechoslovakia. .... 63 122 84 85 
German Democratic 

Republic ...... 100 181 89 78 
Hungary Se. 64 97 57 44 
Ро ее. 61 111 59 78 
Romania ....... 55 41 66 43 
Soviet Union ..... 54 78 66 50 


Source: National statistics. 
® Based on table 14 of this SURVEY, section 2(ii) Industry. 


» The basic data for this calculation relate only to construction enterprises and 
their workers, 


The findings are far from uniform. Labour productivity 
has become a more important element in industrial output 
growth in Czechoslovakia, Romania and the Soviet Union 
(also in the Byelorussian and Ukrainian Republics). The 
share has remained roughly unchanged in Bulgaria and 
Poland but declined in Hungary and the German Demo- 
cratic Republic. In the latter country, however, labour 
productivity is still by far the most important source of 
industrial growth. In the construction sector, on the other 
hand, the share of productivity growth in output growth 
was smaller in all countries (except Romania) than in the 
earlier five-year period (when growth in the construction 
sector was generally slower and manpower in some 
countries declined). 


In the following sections of the SuRvEy, changes in the 
growth pattern of individual sectors of the economy 
are traced. On the whole, there is evidence of a structural 
improvement in most countries of the area. In this over-all 
view, an attempt is made to compare changes in factor 
inputs and output in the aggregated productive sectors of 
the economy during the two five-year periods. Since the 
data for 1970 are not complete, the first four years of the 
last Five-year Plan are compared with the earlier quin- 
quennium (see text-table below). 
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Changes in factor inputs and output in the productive sectors of the economy 


(Annual cumulative percentage rates of change) 
ee EES 


i i i Capital Capital 

Коити ам ре и Иа Но И сни, ен 
Bulgaria 
1961-1965 ии Gos о se ee 6.7 0.0 10.2 6.7 —3.0 10.2 
1966=1969 beet ee Ce ee 8.6 0.2* 10.9 8.4 —1.9 10.5 
Czechoslovakia 
Га Е р eres с боны 1.9 5 4.6 1.4 —2.5 4.1 
1966-1960 aes ene ees о es 1.1 4.5 6.1 7) 3.3 
German Democratic Republic 
19615 (965° Sees ae wt eae 3.5 —0.25 6.0 В: —2.3 6.2 
1966-1969 еее 5) 0.1 4.5* Sul 0.7 4.4 
Hungary 
1961—1966 4.7 —0.1 4.78 4.8 0.0 4.9 
1966-19690 to oe eee tay et er 7.3 1.4 4.3 а 5.8 2.9 2.9 
Poland 
1961=1965 549 oie shes нее eg 6.2 Del 4.6 3.4 1.6 1.8 
1966-1969) 2 са: ours, ол Gm uae 6.2 2.6 6.3 3.4 —0.1 3.6 
Romania 
1961—1965 Se ae ee 9.1 —0.1 8.0 9.2 1.0 8.2 
1966-1969. 7 соленое 8.0 0.1 8.5 7.9 —0.4 8.3 
Soviet Union 
T961=S196S ee els кои 6.5 И 9.7 4.3 —3.0 is 
1966-1969 aay Fay, wk oe eee 7.4 ii 7.9 6.2 —0.4 6.7 


Source: National statistics and СМЕА Yearbook. 


Note.— The coverage is that of the net material product. In view of the nature of some of the statistical data (e.g. employment 
changes in agriculture) and differences in methods between individual countries, only changes within one country between the two periods 
observed should be compared. Capital intensity is defined as fixed capital stock per employed person. Capital productivity as output per 


unit of capital. 
а Fixed capital stock in total national economy. 


There was some increase in employment growth in the 
material sectors combined but only in Poland did the 
annual growth of employment exceed 2 per cent. The 
growth of fixed capital stock decelerated in the German 
Democratic Republic, Hungary and the Soviet Union; 
remained roughly unchanged in Czechoslovakia; increased 
somewhat in Bulgaria and Romania, and to a greater 
extent only in Poland. The growth of capital intensity 
decelerated, or remained unchanged, in all countries 
except Poland. In view of the acceleration in growth of 
the net material product in five out of seven countries, 
both labour and capital productivity improved in these 
countries or capital productivity declined more slowly. 
Only in Romania did labour productivity grow rather 
more slowly while capital productivity stopped rising. 
In Poland, the growth rate of labour productivity remained 
unchanged in both periods, and there was no growth in 
capital productivity in 1966-1969 in contrast to the 
earlier period. 


Structural shifts between and within sectors of the 
economy, and improved efficiency in the use of material 
inputs, are reflected in changes in the relative growth 
rates of the gross and net material product. A comparison 
between the two periods (1966-1969 and 1961-1965) 
shows an improvement in all countries, except Romania 
where a slight deterioration in the ratio occurred: 


Average annual growth rate of gross and net material product, 
1961-1965 and 1966-1969 


(In percentages) 
Sone Gnas Ba 
(1) (2) i 
Bulgaria 
1961196508. es ce en 8.6 6.7 0.78 
1966-1969 aod oe aes 9.7 8.6 0.89 
Czechoslovakia 
19611965 5 og io, oe oe Sai 1.9 0.51 
1966=1969 a Geen eee 6.6 Hes 1.11 
German Democratic Republic 
19612196595 cern eee 5.1 8.5) 0.69 
1966-1969... 5 apace oe 6.2 5:2) 0.84 
Hungary 
1961=196Sie и 5.6 4.7 0.84 
1966 1969... 6.2 7.3 1.18 
Poland 
65 5 a 6 5 a 6 6 8 Ie 6.2 0.85 
1966-1969 ...... ie 6.6* 6.2 0.94 
Romania 
1961-1965 eee 9.6 9.1 0.95 
1966-1969 ое 8.8 8.0 0.91 
Soviet Union 
1961-1965 cee ee 6.5 6.5 1.00 
1966-1969 ora) see ee 7.0 7.4 1.06 


Source; National statistics, CMEA Yearbook. 


МотЕ.— Gross material product is the aggregate of the output of all the branches 
of material production. Net material product consists of the net value added b 
all branches of material production. 


In the first quinquennium gross output grew faster than 
net material product in all countries except the Soviet 
Union where the growth rates were equal. In 1966-1969, 
in the Soviet Union, Czechoslovakia and Hungary, net 
output grew faster than gross output (with a correspond- 
ing deceleration of growth of the intermediate product). 


These structural developments have had their impact 
on trends in living standards. Income per head of the 
population and real wages per wage-earner (cf. section 4) 
have in most countries increased faster between 1966 and 
1970 than during the preceding five years. However, set- 
backs in agricultural production in Bulgaria, Poland and 
very likely also in Romania, have slowed down the growth 
of real income per head of the peasant population. Also, 
the growth of real wages (per wage-earner) in Poland was 
slow during the last five-year period. It should be pointed 
out, however, that the increase of personal consumption, 
incomes and consumer supplies is only one way of in- 
creasing standards of living. An increasingly pressing 
problem is housing. While some progress has been made 
in the closing years of the 1966 to 1970 period in dwelling 
construction (cf. section 4 and table 33), medium-term 
plan targets were not generally met. More dwellings were 
built than in the previous five years in Czechoslovakia, 
Hungary, Poland, and the Soviet Union, but in the re- 
maining countries housing construction remained at the 
level reached in the earlier period or declined. More pro- 
gress was made in the development of public services, 
especially of health and education. Public consumption, 
which in part reflects resources devoted to these sectors, 
advanced generally at least as fast as personal consump- 
tion and the rate of growth was at least equal to that 
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recorded in the first half of the 1960s. Some indications 
of progress achieved in these fields are tabulated below. 


In section 5 an assessment is given of the development 
of foreign trade in the last medium-term plan period. 
The trade turnover for all countries combined grew during 
1966 to 1970 at a faster rate than in the earlier quin- 
quennium. However, only in the Soviet Union, the Ger- 
man Democratic Republic and Romania, did the growth 
of trade accelerate. Most of the acceleration was con- 
centrated on imports, especially in the German Demo- 
cratic Republic, Romania and Hungary. Taking into 
account the acceleration of the net material product for 
the region as a whole, the trade elasticity (the ratio be- 
tween trade and NMP growth) of the area declined from 
1.5 to 1.3 over the two periods. Although the elasticity 
exceeded unity not only for the region as a whole but for 
practically all countries (it was 1.0 in Czechoslovakia), 
there seem to be sufficient opportunities for a further 
increase in international specialization, both within the 
area and with the rest of the world. 


The over-all picture which emerges from this brief 
assessment of economic development in the last five years 
is, generally, one of faster progress in the rate of growth, 
in economic efficiency, and in material well-being than in 
the first half of the 1960s. Economic reforms and measures 
to improve the systems of planning and management have 
no doubt contributed to it. However, as has been pointed 
out in most of the plan-fulfilment reports, some of the 
targets, especially those aiming at proportional develop- 
ment and economic equilibrium, have not always been 
met to the full satisfaction of the planning authorities. 
As will be pointed out in subsequent sections, in several 


Selected indicators for health and education 


Number of physicians 
per 10,000 inhabitants 


Infant mortality 
(deaths under I year per 1,000 live-born) 


1965 1960 1965 1969 


ВАТА. Прил, A 17.0 20.0 21.9 45.1 30.8 30.5 
на re ee ee Oe ор 17.5 20.5 225 23.5 255 22.9 
German Democratic Republic) 3... 3 ws 12.2 15.1 19.3 38.8 24.8 20.1 
Е >... .. 15.3 18.8 21.3 47.6 38.8 35.6 
ПИ! в G06 Yon е а ао See ae 12.7 16.2 18.5 54.8 43.2 37.5 
ROMANIA TE о ee et Se ee 13.5 14.6 14.6 74.6 44.1 54.9 
боев еее... 20.0 23.9 26.6 35.3 27.2 25.8 
Hospital beds Number of students graduated at 
per 10,000 inhabitants institutions of higher learning (1,000s) 

1960 1965 1969 1960 1965 1969 

О ро он es i pa 82.5 70.8 75.9 5.8 9.1 13.0 

Pee cals eee Е А 78.1 79.7 80.2 12.1 17.5 19.1 
German Democratic Republic ..........4.-.. 119.0 121.0 112.0 15.1 20.2 19.3 
к ох Зы 87.2 72.3 76.6 5.6 13.9 17.8 
Р. sland AG А <<" Re. м Bay 70.3 73.8 73.6 20.5 25.2 44.7 
к, 4 м 72.5 76.1 79.9 10.9 19.5 23.9 
ея ONE 80.0 96.0 106.0 343.3 403.9 564.9 


ди ииии_ЙЙ_Й_Й______Щ 


Source: CMEA Yearbook 1970. 
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countries instability developed in various fields, especially 
in consumer markets, investments and foreign trade, 
which indicate an excess of demand over available re- 
sources. The improvement of economic balance in these 


fields at the beginning of a new medium-term plan period 
has become in many countries of the area a matter of first 
priority, and development strategies have to be adapted 
to this need. 


(iii) Prospects for 19717 


Annual plans for the current year generally take account 
of the need to improve the balance of the economy; 
consequently, growth targets in most countries are modest 
in comparison with actual performance in 1970. This is 
true especially of the targets for industrial production, 
where only Bulgaria expects a somewhat faster expansion 
than in the previous year. In all the other countries, 
industrial production is planned to expand at lower rates 
than those attained either in 1970 or, in most cases, on 
the average of the last five years. Only a few countries 
have published annual targets for agricultural production. 
The Soviet Union expects a growth rate of over 3 per cent, 
which is near the last five-year average but, of course, 
much lower than the exceptionally fast growth of last 
year. On the other hand, the Ukrainian Republic, where 
output increased only slightly over the record level of 
1969, expects to expand agricultural output by 7 per cent. 
Bulgaria also is planning for a growth rate of 7 per cent. 
Poland aims at a growth rate of 2 to 3 per cent. The 
Albanian growth target for agricultural output (26 per 
cent) is very ambitious indeed. While no official agri- 
cultural growth targets are given for the other countries, 
a comparison of changes in growth rates planned for 
industrial output with those for net material product 
gives some indication of growth expectations in the agri- 
cultural sector. The small deceleration in growth of the 
net material product in the German Democratic Republic 
is accompanied by a more pronounced decline in the 
industrial growth rate. It appears that a more substantial 


7 At the time of writing this report only two countries, the Soviet 
Union and Hungary, had published directives for medium-term 
plans up to 1975. However, in the following sections of this chapter 
some basic information on plan targets for the two countries are 
given. It is hoped to give an analysis of forthcoming five-year plans 
in a later secretariat study when more information becomes available. 


growth in agricultural production is expected. This applies 
even more to Czechoslovakia and Hungary, where the 
rate of growth of net material product is to be the same 
as in the previous year or to accelerate (in Hungary) 
while both industry and construction output is planned 
to slacken. In Romania—after recent setbacks in the agri- 
cultural sector—a considerable recovery is presumably 
expected this year: a greatly accelerated growth rate of 
13 per cent is planned for the net material product while 
industrial output is to slow down. 


Targets for investment are in most countries lower than 
the growth rates attained in 1970, indicating the pre- 
occupation of the planning authorities with containing 
investment activities in order to balance them with inter- 
nal and external supply possibilities. This applies especially 
to the German Democratic Republic which envisages a 
decline in the volume of investment outlays by 1.5 per 
cent; it is intended to concentrate investment resources 
on selected projects in industry, for instance, in the 
energy sector. Hungary and Czechoslovakia also plan a 
considerable reduction in the growth of investment out- 
lays. The Soviet Union plans a slightly reduced rate of 
growth which, however, will still exceed the average rate 
of growth of the last five years. The acceleration planned 
for the current year in the rate of growth of capital outlays 
in Bulgaria (after two years of no growth) and Poland 
leaves the rates of expansion still well under the average 
of the last five years. 


As described in greater detail in section 5, the plans 
for foreign trade indicate, for most of the countries and 
for the combined trade of the region, a considerable 
slowing down. Most countries plan a slower growth of 
imports than of exports, aiming at an improvement in the 
balance of trade. 


2. PRODUCTION TRENDS IN AGRICULTURE AND INDUSTRY 


(@) Agriculture 


Changes in the volume of agricultural production varied 
widely among the countries of the area in 1970. Global 
production was substantially higher in the Soviet Union, 
Albania and Bulgaria than in the preceding year. It was 
slightly higher in Czechoslovakia and Poland and signi- 
ficantly lower in Hungary and Romania. In most coun- 
tries, the level of production was lower than planned; 
only Czechoslovakia and the Soviet Union reached their 
global targets (table 2).8 The Soviet Union appears to 
have been the only country where the weather was gener- 
ally favourable in 1970. Hungary and Romania especially 
suffered from flooding and other climatic adversities. 


Total grain output in the area amounted to some 241 
million tons in 1970 compared with about 224 million 
tons in 1969. This was mainly due to a bumper harvest 
in the Soviet Union, where grain output rose from 161 
million tons to 186 million. In the east European countries 
as а group,® grain output declined from about 63 million 
tons to about 56 million. 


Notwithstanding the set-backs due to bad weather 
suffered by all countries in recent years, progress in the 
earlier years of the 1966 to 1970 plan period was sufficient 
everywhere to ensure a growth of production considerably 
above that achieved between 1956-1960 and 1961- 
1965 (table 3). 


Seen in this broader perspective, it is not the absence 
of long-term progress which is responsible for the 
mounting strain on food supplies that is evident in some 
countries of the area. An important factor is still the wide 
amplitude of annual fluctuations in crop production in 
circumstances which present intense balance-of-payment 
difficulties. Another factor is the increasing lag, in some 
countries, in the development of animal husbandry in 
relation to the rise in incomes and the high income 
elasticity of demand for meat.?° 


In most countries of the area there has been a significant 
decline in the growth of meat output in recent years 


в Agricultural plans are—for obvious reasons—less exact than 
those for industry. Moreover, the methods by which they are pre- 
pared differ substantially from one couniry to another. Nevertheless, 
such plans do express planners’ concepts of inherent production 
capacities and also represent a link with other plan variables, includ- 
ing foreign trade. 

® Excluding Albania. 

10 Mention could also be made of other important factors to 
which attention has often been drawn in this SuRVEY. For instance, 
storage and cold-storage facilities are generally insufficient, and, 
in some countries, a lag in transport and processing capacity has 
caused excessive losses of agricultural products. 


aS 


(table 4). Between 1965 and 1970, meat output in 
Bulgaria rose at a rate of only 1.1 per cent, and in Poland 
at 1.6 per cent. And, although the growth rate remained 
well above 2 per cent in the other countries, it was still 
in some cases lower than in the preceding quinquennium. 
Changes in State procurements of meat have generally 
followed changes in production. 


(a) The Soviet Union 


There was considerable progress in agriculture in the 
Soviet Union in 1970. After a fall of 3.3 per cent in 1969, 
total agricultural production rose by 8.7 per cent, reflec- 
ting increases in both crop and livestock production, 
although to a much larger extent in the former. No volume 
data on the two sectors is available yet; according to a 
rough estimate by the secretariat, crop production rose 
by some 11.5 per cent and livestock production by some 
4.5 per cent. Changes in output in the Byelorussian SSR 
and the Ukrainian SSR are shown in table 2. In both Re- 
publics global agricultural production rose much less than 
the country-wide average but, at least in the Ukraine, live- 
stock production increased faster than average. 


Output of cereals reached record levels, a total of 186 
million tons of grain being harvested in 1970. The previous 
peak for grain harvest was in 1966 when 171.2 million 
tons was produced. The increase in production was the 
result of higher yields, which rose from an average of 
13.2 to 15.6 quintals per hectare, the total area under 
grain having declined from 208.6 million to 206.3 million 
hectares. The area under winter crops which have a 
higher yield was, however, greater than in 1969 when it 
was affected by the severe winter. Output of cotton was 
6.9 million tons, also significantly higher than previous 
levels. Data on output and procurements of major 
commodities are given in table 5. 


Output of all animal products continued to increase in 
1970. The expansion of meat output was 4.2 per cent, of 
eggs 8.6 per cent, and of wool 6.4 per cent. The expansion 
of milk output (1.7 per cent) was only very modest. Grain 
procurements reached 73 million tons, 17.5 million tons 
more than in 1969. Procurements of meat rose 7 per 
cent, of milk 4 per cent and of eggs 17 per cent. 


А significant increase occurred in the number of 
livestock, particularly of pigs (see table 6). The cattle herd 


11 Livestock production is influenced much less by weather condi- 
tions than crops, and it was felt that the development in the last 
five years could best be shown by the changes which took place 
between 1965 and 1970 rather than by those between 1961 to 1965 
and 1965 to 1970. Year to year changes in output of major commo- 
dities from 1966 onwards are shown in table 9. 
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TABLE 2 


Global agricultural output 
(Annual percentage change) 


1970 1971 
Country 1966 1967 1968 1969 ve Fie Plan 
Albania 
ме cee ites о sh ee es 12.5 12.0 2:5 10 17 4-5 25.8 
ОНИ в ene ee Cee aes = me me ae 23 
Animalcoutputes een a nero. cece ie a 5 me a 
Bulgaria 
TOtal ee te Pinas eS I. ot DO ree oe 14.3 3.5 —7.3 2:2 12% 4.0 7.0 
Cropoutput ree о обе Эа some Sree 19.0 1.8 —10.4 5.3 
Animal output о а о б оо mee eee) essen 5.8 6.9 1.3 3.3 
Czechoslovakia 
Ota ee ese eee о. 11.0 5.6 5.5 1.0 0.3 133 
Cropioutput seo eae beers eer eles se 21.3 5.3 6.4 1.1 —1.5 —3.3 
Animalvoutputesgemcu ae meme ee) es ac 3.0 5 4.8 0.8 1.9 57 
German Democratic Republic 
ЧК о а оо о dk Merete are he 4.1 55 1.0 —6.3 
ФЕ о а аа 3.4 9.4 —1.9 —15.1 
Ио а в с бо Мою бов 4.8 23 3.6 0.9 
Нипгагу® 
ЧК о а о о 8.3 4.1 0.5 5 1 —5 8.0 
Groproutputtaena ene eee er ea 11.6 3.6 —1.2 12.3 — —12-15 
Апиа отр а eee eae 4.0 4.7 2.8 —4.0 2-3 7) 
Poland 
(Worse 42 Gig Segoe tp Lae № О 52 2.4 4.4 —4.7 2.9 1.9 2.5% 
GropOUtput о cue ok oe ВБ о о а 5.1 3% 52 —8.0 4.2 4.1 2 
Animal outputtean os, aw aaa acta ae 5.4 0.3 3.1 0.7 1.0 —1.4 3 
Romania 
О. 14.0 1.8 —3.6 3.1 16 —5.4 
Croplont pute Saeae . noe ae neler eget ons. 16.5 —1.9 —3.9 5.4 
‘Animalioutputaer-m и ae 12.3 Я —3.0 — 
Soviet Urion 
pL Otal к о cir nar о do canes gc 8.6 1.4 4.5 —3.3 8.2 8.7 3.3 
Сорос ее ne tas 13 0.0 6 —6 ste (11.5) 
ПЕ 5 о бобов 4 2.9 7 —1 $ (4.5) 
of which: 
Byelorussian SSR 
Votaligiwran о i ts eee. ee Ue 7 2.8 4.5 —1 Del 4 
тортов te Aen ee eee 9 1.9 1.5 —5.3 as 
Animal Oucputaene a mene ie ee 5 2.6 Yell 4.8 
Ukrainian SSR 
Ota Ge ооо ро и 4 —1 4 3 6.3 2 И 
Crop орон sare Renee cia eee 5 —0.7 5 0.5 8.2 —2 Е 
PADMA ОИ 5 о бо nn 2) —2 2 6 4.1 6.6 aa 
ыы И 


Sources: Statistical yearbooks, plans and plan-fulfilment reports. 
в The data from 1968 onwards are not strictly comparable with those for the previous years because of a change in the price base. 
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TABLE 3 


Global agricultural output 


(Average annual percentage change) 
ЕЕ ИЕН 


et ae 1961-1965 to 1966-1970 | 
1961-1965 Plan Actual 

Bulgaria 

IRE es Se ВИРА 4.3 5.4 4.6 
Croploutput. ооо с 3.9 4.74 
Animal output. ..... 4.9 4,68 

_ Czechoslovakia 

ЕТ Бо о Go. ce 0.5 2.8 35 
Cropioutputeee- 5 ae. —0.4 эВ 3.4 
Animaloutput. .. 5. . 13. ae 3.6 

German Democratic Republic 

otal se... ee. 1.8 ae 1.0a 
тор обра. во. 0.9 a —а 
Animal output. ..... 2.7 3.08 

Hungary 

О. sy 1.6 32 2.8 а 
Торо. т... . 1.0 3.0 3.08 
Anmaloutput.. 2. 5 . . 2.5 3.6 2.5а 

Poland 

а. и . 2.6 Deg) 2.9 
тор оное: << 22 - 2.8 3.2. 3.4 
Animal output. ..... 23. 2 23 

Romania 

О ле : tue oe В? са. 5.0 4.2 
ТОРО Е dee. = 2.3 3.9а 
Animal output. ..... 3.4 4.8 

Soviet Union 

а lees 2.3 4.6 3.9 
Сторона. ср. 22 4.28 
Anmaloutput.-. ел 2.6 3.78 


Sources: Statistical yearbooks, plans and plan-fulfilment reports. 
® Partly estimated. 


rose by 4.1 per cent (in the Ukraine by 5, and in Byelo- 
russia by 6 per cent), the decline in the private sector, 
however, continuing. The pig population rose by as much 
as 19.8 per cent, reflecting an almost equal improvement in 
both the socialist and private sectors. The reversal of the 
trend in the private sector—already felt slightly in 1969 but 
only assuming a clear pattern in the last year—is partic- 
ularly important since it was this sector which experienced 
the greatest difficulties in the development of livestock 
breeding. 


Data on investment and some industrial supplies to 
agriculture are shown in table 7. Total investment in 
agriculture rose by 10 per cent and the supply of fertilizers 
by 19 per cent in 1970. The increase in deliveries of 
tractors, grain combines and motor-trucks was, however, 
small.1? 


Between 1961-1965 and 1966-1970 Soviet agricultural 
production rose 21 per cent, crop output rising somewhat 


12 Electricity supply rose by 14 per cent to a total of 38 billion kWh. 


TABLE 4 


Total animal and meat output and procurements 


(Annual percentage growth rates) 


Country 1960 to 1965 1965 to 1970 

Bulgaria 

ПИТЕ ОИИ ор ообобою ов 4.9 Pep) 

Meat outputs. Гоа ee 8.7 1.1 
ЕЮ мор осообавь о 10.9 2-й 

Czechoslovakia 

Animal ОО о бобов’ вас 1.9 4.0 

Meatoutputy seer о rem eeaes 4.0 #2] 
О 5 4 5 6 ео 51 3.6 

German Democratic Republic: 

Animalloutpit по aan an ann een 2.6 2.1 

Meat-output она © nae ee 2.0 2.6 
ОИ 5 ооо фоороб 4.5 3.5 

Hungary 

FATA OULU tae aan 2] 2.3 

Meatloutpute о Е 2.6 Pad 
ТО Бо so 8 6 oe oo 

Poland 

Animalioutputa бо ie annie 2.3 1.6 

Meat-output о 2.8 1.6 
Procurements ооо овоовс 3.2 2.6 

Котата 

Animalioutput semen. ое 23 3.9 

Meatiotitputie. сааб ome 3.2 4.6 
IRONING 4 5 oo So 5 bo 5 a 

Soviet Union 

Animal/output sac tne mee ae ee 3.0 3.0 

Meat.output>.. 2 =. оао ease 2.8 4.3 
Procurements) г sac eee 3.2 6.0 


Sources; Statistical yearbooks and plan-fulfilment reports. 


faster than animal output. Although the target for global 
output was not entirely reached, production of most 
major commodities was either equal to or above the 
planned level (see text-table below). Moreover, the 
increase in output was much larger than the corresponding 
increase in the preceding Five-year Plan period, the only 
important exception being meat output which expanded 


at a somewhat lower rate. 
Indices, base period = 100 


1961-1965 1966-1970 
1956-1960 1961-1965 
Actual Plan Actual 

Geren lS neta as, aks ah seus 107.2 128.2 128.5 
(Boiron ys At, Unie eee 114.4 116.04 122.2 
Sugar-beet . ....... 129.8 135.1 136.7 
Potatoes apewe ach’ cas 92.4 112.3 116.2 
Vegetables. ...... 111.9 ea 113.6 
Meat, дос: 117.7 111.8 114.7 
IMilkaie te ont et aos. bs 113.1 120.6 124.6 
Egos. >. 3. cheer moi 121.6 118.4 124.7 


8 Middle of range. 
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TABLE 5 


Production and State procurements of selected agricultural products 
in the Soviet Union 


oe Sr rc 


ии fpr 1967 1968 1969 1970 ны 
1961-1965 1966-1970 
Soviet Union—Output 
Total output (at 1965 prices, billion roubles) 66.3 80.3 77.0 78.1 81.6 78.9 85.8 88.6 
Crop output (at 1965 prices, billion roubles). .... 33.4 40.9» 39.6 39.6 41.8» 39.5 as 
Cereals: (million tons) 90. «3 2 2 es we 130.3 167.5 171.2 147.9 169.5 162.4 186.4 
Eotton (nlion Юн ен 4.99 6.10 5.98 5.97 5.95 5.71 6.9 
Sugar-beet (million tons) .........44-. 59.2 80.9 74.0 87.1 94.3 TE 78.3 
Sunflower seeds (million tons) ......... 5.1 6.3 6.1 6.6 6.7 6.4 6.1 
Potatoes (million tons}. a - «ss es ee 81.6 94.8 87.9 95.5 102.2 91.8 96.6 
Vegetables (million tons} (еее. 16.9 19.2 17.9 20.5 19.0 18.7 20.3 
Animal output (at 1965 prices, billion roubles). . . . 32.9 39,1» 37.4 38.5 39.1» 39.4 fe 
Meat—slaughter weight (million tons). ..... 9.3 11.6 10.7 11.5 11.6 11.8 ТРЕ, 
МИЕ (тИПов tons} иене а 64.7 80.6 76.0 79.9 82.3 81.5 82.9 
РЕФ ИН ок позво офенс 28.7 35.8 24 07] 33.9 3500 37.2 40.4 
Wooli(thousana tons). вр ово a) eee 362. 397 371 395 415 390 415 
of which: 
Byelorussian SSR 
Total output (at 1965 prices, billion roubles) ...  .. 4.2 4.0 4.1 4.3 4.3 4.4 
Crop output (at 1965 prices, billion roubles). ... .. ae 2.1 22 PIP) я és 
Gerealsi(raliion tons) @s, ее 23 3.6 3.0 3.2 3.0 4.3 4.2 
Sugar-beet (million tons) .......... 0.6 1.0¢ 1.1 1.2 1.0 0.9 
Potatoes (million fons} „Еее. 10.5 13.8¢ 13.4 13.6 14.9 13.5 
Vegetables (million tons) .......... 0.7 0.8 0.8 0.9 0.7 0.7 
Animal output (at 1965 prices, billion roubles). . . .. x 1.9 2.0 2.1 22 ae 
Meat—slaughter weight (million tons). ... . 0.45 0.65 0.56 0.64 0.65 0.68 0.71 
Milk (million tons). . 5 3 see 3.54 4.9 4.4 4.64 5.03 5.20 5.3 
Eggs (billion units}. 2 6 2 3 0 es ts 1.0 1.4 2.2 ee: 1.4 tS 1 ey 
Wool (thousand tons} . 2... 6 en ws es 1.8 1.4 13 1.3 1.2 7. 12 
Ukrainian SSR 
Total output (at 1965 рисез, billion roubles) ... 15.9 18.5¢ 18.0 TET 18.4 19.0 19.4 20.5 
Crop output (at 1965 prices, billion roubles). . . . 8.5 9.9 9.7 9.7 10.2 10.2 10.0 aie 
Cereals (nillignitons) oe. ee eee 29.3 33.4 34.1 31.8 28.0 36.5 36.5 37 
Sugar-beet (million tons) .......... 34.1 46.6 41.4 47.0 57.3 41.6 46.1 
Sunflower seeds (million tons) ........ 23 2.8 2.8 2.9 27 3.1 2.6 
Potatoes (milliom tous} у.е неьы.. 18.4 20.7 21.6 19.7 225 17.9 19.7 
Vegetables (million tons} .. .. 2... 2s 5.0 5.5 5.3 5.6 5.8 5.3 5.6 
Animal output (at 1965 prices, billion roubles). .. 7.3 8.4 8.3 8.1 8.2 8.8 94 
Meat—slaughter weight (million юп5)..... 2.4 2.7 2.6 2.6 2.6 У 2.9 aia 
Milk (million fons} . 2 2 6 5 ww we 14.5 17.9 17.2 17.5 18.0 18.3 18.7 19.1 
Eges (Dillion Waits}. <0 a. к aca 7.2 8.3 ae 7.9 8.3 8.6 9.2 9.4 
Wool (thousand toms} . 2. 2 2 2 0 we 24.4 24.1¢ 23.5 24.0 23.6 25.1 
Soviet Union—Procurements* 
Cereals 51.6 65.9 75.0 57.2 69.0 55.5 73.0 75.0 
of which: 
Wheater cia sc м 30.2 45.0¢ 56.8 38.2 49.0 36.1 У Be 
Е о a 5, ce SR eee о ee ee 55.3 75.2¢ 69.7 81.6 84,2 65.3 ee 77.8 
а 1s ор ее в ое 3.4 4.7 < 4.7 4.9 4.9 4.3 
Еле оо а ож 8.4 11.2¢ 9.3 11.7 11.5 10.6 
Meat: 
Live weight Siloti <a eter sisal ime AI О 8.6 11.4¢ 10.3 11,5 11,9 11.7 м 13.2 
Carcass WeIgnt о a) free aes 5.1 7.3 6.5 7.2 7.4 7.4 7.9 a 
THIS Ate ЕО и 31.1 44.0 40.1 42,5 44.0 43.8 45.6 48.3 
Begs (billioniunits) о 4 2 a ne ee 8.7 14.4 11.6 12.9 14.1 15.4 18.0 20.0 


=e 


Sources: Statistical yearbooks, plans and plan-fulfilment reports. > Revised data were available for total output but not for crop and animal 
ain million tons. Procurements of cotton and wool are practically identical output separately; hence sub-items do not necessarily add up to totals. 
to production. © 1966-1969. 
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TABLE 6 


Livestock numbers in the Soviet Union 
a pi en eee ee 


Million head at the year-end census Percentage change over preceding year 
1965 1966 1967 1968 1969 1970 1966 1967 1968 1969 1970 
Soviet Union total 
Cattle ое, 93.4 97.1 97.2 95.7 95.2 99.1 4.0 — —1.5 —0.5 4.1 
of whiehs Cows... « «=< o< 40.1 41.2 41.6 41.2 40.5 41.0 27 10 —10 = —1.7 2 
PICS ies hy a a se oe SERS 58.0 50.8 49.0 56.1 67.2 —2.7 —12.4 —3.5 14.5 19.8 
Sueepand goats. =. ...... . 135.3 141.0 143.9 1461 135.8 143.2 4.2 2.1 15 —7.0 5.4 
In State and collective farms: 
Cattle Sp тс 65.6 67.8 68.7 68.4 70.2 74.2 3.4 1.3 —0.4 2.6 See 
of which: Cows ...... 23.5 24.1 24.5 24.5 24.6 25.5 2.6 1.7 — 0.4 ВЫ 
о оно cn Cerys a ИЕ 41.4 41.5 37.2 36.2 42.3 50.8 0.2 —10.4 —2.7 16.9 20.1 
Sheep and godts . ...... 103.1 1077 110.4 1118 1041 1102 4.5 7.5) 1.3 — 6.9 5.9 
In private ownership: 
Cattle a 27.9 29.3 28.4 213 25.0 24.9 5.0 —3.1 —3.9 —8.4 -—0.4 
of which: COWS Е «ee < 16.6 ТЫ 17.1 16.7 15.9 SES 3.0 — —2.3 —4.8 —2.5 
Pigs en о аа 18.2 16.5 13.6 12.8 13.8 16.4 —9.3 —17.6 —5.9 7.8 18.8 
Sheep and goats ...-.... 32.2 33.3 33.5 34.3 31.7 33.0 3.4 0.6 2.4 —7.6 4.1 
Byelorussian SSR 
(ВА Se a ee 4.70 5.01 4.89 4.85 5.08 5.38 66 —24 —08 4.7 6.0 
of Which: COWS 2 «3s «« - 2.36 2.48 2.50 2.51 D2 2.54 5.1 0.8 0.4 0.4 0.9 
ОЕ 9 ое ee a Hk 3.69 3.63 3.19 3.22 3.65 4.00 —1.6 —12.1 0.9 13.4 10.0 
SHEEP. ANG ро... 0.85 0.82 0.71 0.68 0.67 0.69 —3.5 —13.4 —4.2 —1.5 3.0 
Ukrainian SSR 
а =" 21.3 21.9 PANO 20.2 20.3 21.3 245) 6.8 —4.7 0.6 5.0 
of which: Cows .<.... 8.8 9.0 9.0 8.8 8.7 8.8 18 —0.1 —2.5 —0.8 1.3 
вена or 18.9 17.9 15.0 14.5 12 20.7 —5.4 —16.2 —3.4 19.0 20.0 
Sheep and goats. ...... 9.3 9.4 9.0 8.7 8.7 9.0 0.6 —4.5 —3.5 0.5 3.4 


Sources: Statistical yearbooks, plans and plan-fulfilment reports. 


TABLE 7 


Investment and current agricultural inputs in the Soviet Union 


1970 
1966 1967 1968 1969 oe ees ane 
Plan Actual 
A. Investment total (million roubles, constantprices) 11 378 12 569 14 043 14 422 ae са. 15 9008 
of which: 
И Pe а... 9 521 10 197 11 465 11884 
В. Stocks and deliveries of machinery (in thousands) 
Stock: 
Tractors—physical units ......44-s 1 660 1 739 1 821 1 908 
SES Ape: Se Somes он 3 223 3 485 3776 4052 
Grant cOmbiINIeS 7 ss es 531 553 581 605 
Е anctass ed as Cm hee 1 071 1 054 1 097 1153 
Deliveries: 
Tractors—physical ип... 276 287 292 303 312 308 316.5 
MISA Е oven sie Tek wave < 583 624 676 ihe а ; Е a 
Grain combines. ее... 86 96 98 92 re os 
Motor ОЕ о As seen nw ek 107 108 146 154 156.5 156 168.5 
C. Fertilizer supplies (million tons) 
Total (gross тез!) (еее 30.5 33.7 36.2 38.8 46 46 50.5 
Total (pure nutrient value)... . +. +++ 7.0 7.8 8.3 8.9 re af 
In hectogrammes per hectare .....+.+--. 28.5 31.8 37.5 40.3 


cca ии 


Sources: Statistical yearbooks, plans and plan-fulfilment reports. ® At current prices 19,000 million. 
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The increase in the growth of Soviet agricultural output 
during the last quinquennium reflected the greater impor- 
tance attached to this sector following the plenary session 
of the Central Committee of the Party, held in March 
1965. Apart from the decision to raise investment and 
supplies, a series of measures were adopted to strengthen 
the financial viability of collective and State farms, to 
increase their operational independence and to improve 
the incentive system. As reported in the SuRVEY for 1965, 
a considerable overhaul took place in the procurement, 
price, tax and credit systems of collective farms, while 
profitability and prices were given a greater role in deter- 
mining the pattern of output. The programme included 
the lowering of procurement plans for some products, 
their setting on a fixed 5-year basis, and the payment of 
substantial supplements for above-plan deliveries. The 
increased price for grain delivered by collective and State 
farms and the payment of as much as a 50 per cent 
supplement for supplies above the planned quota which 
had been significantly reduced 3 was of great importance. 
The price of sunflower seeds delivered by State farms, and 
also of milk delivered by both collective and State farms," 
were also raised. In 1966, the system of labour remu- 
neration on collective farms was changed by introducing 
a guaranteed pay according to rates and working norms 
applicable to corresponding categories of State farm 
workers, bank credits being provided for this ригрозе.15 
This major change, in addition to raising the remuneration 
of collective farmers, laid the foundation for better 
accounting on collective farms. 


Between 1961-1965 and 1966-1970, investment in 
agriculture rose by nearly 70 per cent and deliveries of 
chemical fertilizers more than doubled. The number of 
tractors delivered rose 36 per cent or by more than 60 per 
cent in terms of standard (15 h.p.) units. Deliveries of 
grain combines rose by 21 per cent and of motor-trucks 
by 75 per cent. The increases, although in a number of 
cases lower than planned, as a rule exceeded the corre- 
sponding changes in the preceding Five-year Plan period, 
as can be seen from the following text-table. 


As already mentioned, output grew faster for crops 
than for livestock production. This pattern was laid down 
in the plan which had, above all, emphasized the strength- 
ening of the grain base.1® However, over-all development 
in this period was also influenced by factors which were 
only partly related to structural considerations. 


One of the factors determining the faster growth of 
output of crops than of output of animal husbandry was 


13 The annual planned quota for cereal deliveries in the period 
1966 to 1970 was set at 55.7 million tons. The prior quota for 1965 
was 68.8 million tons and according to original intentions the 1970 
procurements were to be 90 million. See Economic Survey of Europe 
in 1965, part 1, chapter I, table 12 and footnote. 


** Collective farms were to receive double the normal price for 
sunflower seeds delivered in amounts above the average for deliveries 
in any preceding 3-year period. 

15 See Economic Survey of Europe т 1966, chapter II, т. 19. 

8 This was partly with the aim of creating reserves for export. 


In the last four years net exports of grain were around 4 to 5 million 
tons annually. 


a difference in the profitability of production.” Although 
the 1965 price adjustments helped to improve the pro- 
fitability of some livestock products, their main effect was 
to raise the relative profitability of crops, especially grain. 
Moreover, as can be seen from the text-table below, 
important differences exist in the profitability of different 
products within each sector. Such differences have in 
some cases tended to increase, reflecting the rising cost of 
labour and of fodder. 


Investment and deliveries to agriculture in the Soviet Union 


1956-1960 1961-1965 1966-1970 
Actual Actual Plan Actual 

Investment (billion 

roubles)® .... . 25.9 40.9 ca. 71 68.7 
Mineral fertilizers 

(million tons)» 33.0 89.8 205° 185.2 
Tractors (thousands) . 748 1,074 1,790 1,465 
Grain combines 

(thousands)... . 389 387 550 469 
Trucks (thousands). . 484 379 1,110 667 


8 In 1955 prices. 
Ъ Gross weight. 


с Estimated on the basis of the annual average between 1965 (actual) and 1970 
(Plan). 


A somewhat different factor was the decline in private 
auxiliary farming.1® Prices paid by the State to private 
individuals were lower than those paid either to State 
or co-operative farms.!® Apart from this, however, there 
were other elements accounting for the decline. 


As long as income derived from collective farm activities 
remained extremely low, auxiliary farming was often an 
important source of subsistence, as well as a means for 
acquiring basic necessities by way of market exchange. 
The situation has been changing as remuneration received 
for collective farm labour has been rising. This process 
has accelerated with the introduction of a guaranteed 
nominal income, as collective farms have found it more 
advantageous to replace payments in kind by money pay- 
ments and at the same time to direct a larger share of 
their produce into State channels.?° 


Sant must be noted that the impact of profitability on the structure 
of production remained restricted by the relatively high targets fixed 
for the procurement of livestock products. 


ae Private auxiliary farming accounted for 40 per cent of livestock 
production as recently as 1968. Its share in crop output was 20 per 
cent, consisting mainly of potatoes (used to a large extent as animal 
fodder) which accounted for 62 per cent of the total. 

ie In 1968, an average of 907 roubles per ton of cattle was paid 
to private individuals, compared with an average of 1,174 roubles 
paid to State and collective farms. The comparable figures for pigs 
were 1,238 and 1,405 roubles respectively. See A. Yemelyanov, 
Izvestia AK Nauk SSSR Seriya Ekonomicheskaya, No. 6, 1970, p. 33. 

*»° Between 1965 and 1968, disbursements and sales of collective 
farms to collective farm members declined as follows: grain 44 per 
cent, sugar-beet 68 per cent, potatoes 36 per cent, straw 40 per cent 
and hay 20 per cent. See A. Yemelyanoy, Joc. cit., ey SE} 
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Profits as a percentage of production costs 


ВИ WE NR A) Е ИЕ О Ip case me Bato wt а. Nine зоной) 


Collective farms State farms 
1965 1966 1967 1968 1965 1966 1967 1968 
= aaah ЩИ ГТУ. 65 70 63 58 31 63 42 47 
ос 88 124 142 142 33 95 57 
OUALOCS rate о аа Sa 50 47 36 27 15 7 12 4 
VEG. Fae 5 ee ae —6 3 8 9 8 7 15 6 
ат ее sess aw tet tas 4. 34 32 27 ar 4 12 17 
Sunflower seeds ......... 405 398 371 302 237 241 
(COMET le, shea See eee 42 32 28 23 17 
Animaloutput mes. x Вова 2 8 7 7 4 8 8 5} 
г о Cd ac ee ee —2 —2 —7 —8 —7 —7 —7 
oid oes NOE аа ак. 18 19 23 22 12 24 22 22 
[Sak сбое eee ae ee 9 10 16 16 3 11 7] 3 
Mutton armen ose) a 7 10 22 17 10 18 13 8 
ск и ss ne 26 19 16 24 15 13 14 
а с И —9 —5 4 22 36 40 A 
ОН ОВ т Ne Sk 27 35 30 iy: 11 26 18 


Sources: A. Уете!уапоу, Vestnik Moskovskogo Universiteta, No. 2, 1969 and Voprosy Ekonomiki, No. 8, 1970. 


Some measures to improve the situation in animal 
breeding were put into effect on 1 May 1970. Purchase 
prices for a number of livestock products were increased, 
and prices for meat, poultry and milk standardized for 
deliveries from State and collective farms.” The supple- 
ments received by State and collective farms for above- 
plan deliveries of animals, poultry, milk, wool and eggs 
were also raised, which—as in the case of grain—now 
amount to 50 per cent more than the basic price. The effect 
of this latter measure on profitability is not expected to be 
strong, however, since the proportion of output sold at 
premium prices is not planned to be large.” Of the 
various increases in basic prices, the most significant were 
for wool, which rose between 20 and 30 per cent and 
milk, which rose on average by nearly 20 per cent.” 


As has already been mentioned, the number of privately 
owned pigs rose sharply in 1970. This followed the unifi- 
cation of prices paid by the State, which also included 
meat and poultry delivered by the private sector. While 


21 State and co-operative farms are to receive identical prices for 
wool also. The list of products with uniform prices for State and 
collective farms now includes (in addition to meat, milk and wool) 
sunflower seeds, sugar-beet, vegetables, fruit and—in certain areas— 
grain. 

22 There is no long-term fixed quota for the output of animal 
husbandry as there is in the case of grain. Planned deliveries of 
livestock output change from year to year, and—according to present 
guidelines—the margin between total and planned deliveries will 
be kept at some 8 to 10 per cent. 

28 This is from an average of 160 to 190 roubles per ton. With 
average production costs estimated at some 170 roubles per ton, 
a loss of some 7 per cent will be turned into a profit of some 12 per 


cent. 


it is difficult to judge the extent to which the two were 
related, mention must also be made of other measures 
to strengthen the basis of auxiliary farming. These in- 
cluded an appeal by the highest governmental authorities 
for collective farms to direct their attention to the need 
for raising the supply of fodder to collective farm 
members. 


The development of Soviet agriculture entered a new 
stage with the adoption of the new Five-year Plan for 
1971-1975. The programme calls for an increase in total 
agricultural production of 20 to 22 per cent, which is 
roughly the rate achieved between 1966 and 1970. How- 
ever, the volume of livestock production is to expand 
at a faster rate and crop production at a slower rate than 
in the preceding quinquennium, to judge by the targets 
for individuai commodities. 


The Plan calls for an average annual grain output in 
1971-1975 of 195 million tons, an increase of 16.6 per cent 
over the preceding five-year period.”® The principle of an 
unchanged procurement quota throughout the five-year 
period is being retained, the annual target being set at 
60 million tons. The expectation, however, is that this 
target will be exceeded by some 35 per cent. State pro- 
curements of sugar-beet are to reach 82 million tons, of 
potatoes 15 million tons, of sunflower seeds 5.9 million 
tons and of cotton 7.0 to 7.2 million tons in 1975. The 
Plan provides for an acceleration in the growth rate of 
meat output which is to reach an annual average of 


247. Brezhnev, Report to Plenary Session of the CPSU Central 
Committee, 2 July 1970, Kummunist, No. 10, 1970, р. 19. 
35 Grain output is to reach 205-210 million tons in 1975. 
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14.3 million tons (carcass weight) in 1971-1975; this rep- 
resents a 23.3 per cent increase over the 1966-1970 level. 
Output of milk is to reach an average of 92.3 million tons, 
eggs 46.7 billion units and wool 464 thousand tons; this 
represents increases of 14.5, 30.4 and 16.9 per cent respec- 
tively over the corresponding figures for the past five 
years. More than proportional increases are scheduled 
in the volume of State procurements* the expectation 
being that procurement quotas will be exceeded by as 
much as 8 to 10 per cent. 

In the five-year period, investment is planned to reach 
125 billion roubles?” compared with some 75 billion roubles 
(in 1970 prices) invested in the period 1966-1970. A total 
of 1.7 million tractors, 541 thousand grain combines and 
1.1 million motor-trucks, are to be supplied to agriculture 
compared with 1.5 million tractors, 460 thousand grain 
combines and 667 thousand motor-trucks supplied be- 
tween 1966 and 1970. The supply of chemical fertilizers 
is to increase from 46 million in 1970 to 72 million tons 
(gross weight) in 1975, which should permit a rise in the 
utilization per hectare of arable land from the present 
46 kg to 80 kg pure content. The plan provides for the 
irrigation of an additional 3 million hectares of land and 
the drainage of 5 million hectares—as well as for improve- 
ments on another 8 million hectares.2* Output of grain 
from irrigated land is to amount to between 10 and 
12 million tons. 


A major feature of the present plan is the increased 
emphasis on mechanization of livestock breeding. State 
expenditure on mechanization of livestock farms and the 
handling of fodder are to amount to 6 billion roubles in 
the five-year period, and the supply of electricity to agri- 
culture is to be doubled in comparison with the present 
level. The level of mechanization of livestock breeding is 
rather low in the Soviet Union and there is considerable 
scope for improvement in labour productivity. The expec- 
ted cost reduction should enable the profitability of this 
sector to be raised since the possibility of further increases 
in purchase prices, without raising retail prices, is said 
to be small. 


(b) East European countries 


In most east European countries weather conditions 
were unfavourable for agriculture in 1970. In Albania, 
the plan provided for a 23 per cent rise in crop output. 
Actual growth was apparently no more than some 6 per 
cent; bread grains (including maize), which account for 


% The plan for output and State procurements for 1975 is as 
follows: 


Index 1975, 
1970 1975 = 00 
Output Р р С Output Procure- Output ee g 

Meat, live weight 
(million tons) . . . 12.3% са. 12.5% 15.68 16> 1278 133> 
Milk (million tons) . 83 46 98 55 118 120 
Eggs (billion). . . . 40 18 51 26 126 144 
Wool (thousand tons) 415 415 470 470 113 113 


® Carcass weight. 

Ъ Live weight. 
| 27 Of which State investment 82.2 billion and collective farm 
investment 43 billion, the former representing an increase of 70 per 
cent and the latter of 50 per cent over the period 1966-1970. 

28 In the period 1966-1970, about 1.6 million hectares of land 
came under irrigation, and some 3.9 million under drainage. 


the bulk of crop output, rose by 4 per cent, cotton by 
3 per cent, potatoes by 4 per cent, sugar-beet by 10 per cent 
and sunflower seeds by 14 per cent. In Bulgaria, the plan 
aimed not only to recover the ground lost in 1968 but also 
to raise the volume of crop output to the level foreseen 
in the five-year programme. Actually, the increase in crop 
output was about 5 per cent which was no higher than 
that reached in 1966. A dry autumn in 1969 and excessive 
rain in the spring of that year was a retarding factor. 
Grain output rose by 15 per cent to a new peak (see 
table 8) but recovery in other crops was insufficient. 
Output of oriental tobacco, although rising by 27 per 
cent, remained far below the level of earlier years. This 
was also true for cotton and grapes for wine, output of 
which rose by 6 per cent and 3 per cent respectively. 
Output of some other important crops declined. In Poland, 
the 4 per cent increase in crop production was considered 
disappointing.2® A combination of hard frost and an un- 
usually wet spring caused considerable damage. Grain 
output declined by 14 per cent (rye by as much as 33 per 
cent), but potatoes, sugar-beet and oil plants recovered 
from the 1969 slump. The harvest of fruit and vegetables 
was 5004.30 In the German Democratic Republic, although 
no data are available, it appears unlikely that crops re- 
covered from the set-back suffered in the preceding year. 
Poor conditions for growing were reported throughout 
most of the season. Total cereal output is estimated at less 
than 7 million tons, as the average yield per hectare 
amounted to 28.2 quintals compared with 29.1 quintals 
in 1969. Yields of oil-seeds and sugar-beet were also 
lower than in the previous year. 


In Czechoslovakia, crop production declined by 3.3 per 
cent but remained high by historical standards. After four 
years of successive gains, the plan had provided for a 
decline of 1.5 per cent. Bad weather in the winter and in 
the spring mainly affected grain and potatoes, output of 
which was lower by 8.2 and 8.7 per cent respectively. 
Output of sugar-beet, root crops and hay was higher than 
in the preceding year. 


Although in both Hungary and Romania crop produc- 
tion evidently declined at about the same rate,*! its degree 
of importance is somewhat different in the two countries. 
In Hungary, the decline occurred after a record level in 
the previous year, during which reserves accumulated.®2 


9 This is notwithstanding that it corresponded to the planned 
figure. In Poland, planned increases in crop production simply 
represent the average increase in the five preceding years. This 
average had been depressed by the decline suffered in 1969. 


*° Output of vegetables rose by 21.6 per cent and of fruit by 
13.3 per cent, the latter notwithstanding the destruction by hares 
of some 8.5 million fruit trees—11 per cent of the total. Output of 
hay rose by 25 per cent. 


81 The decline was around 12 to 15 per cent. In Hungary, 300 
thousand hectares remained uncultivated owing to floods. Loss of 
production due to bad weather and other calamities was estimated 
at 900 million forints. In Romania, around 560 thousand hectares 
of arable land was reported to have been affected by floods. 


32 Notwithstanding the slump in crop production, the export value 
of agricultural and food products was some 10 per cent higher than 
the 1969 record level. In particular, it is worth noting a sharp increase 
in the export of cereals, made possible by the 1969 bumper harvest. 
However, imports of agricultural and food products rose some 30 per 
cent, reflecting mostly larger imports of high protein fodder of both 
vegetable and animal origin. 
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TABLE 8 


Production and yields of some basic crops in east European countries 


(Output in millions of tons and yields in quintals per hectare) 


SS a ae a a 


Output 
1966 1967 1968 1969 1970 
Bulgaria 
Wotalicercalst.t< а 7.04 6.71 5.38 6.22 915 
а М. 3.19 3.25 2.55 2.54 2.95 
ВР мк 0.06 0.04 0.02 0.03 0.03 
Barley Ie a oar 1.06 0.99 0.81 0.92 1.19 
Oats О cake he 0.18 O17 0.08 0.08 0.09 
Ее к, . Им. 2.2] 1.97 1.77 1.42 2.55 
Sunflower seeds ..... 0.42 0.48 0.46 0.52 0.38 
Sugar-beet. ....... 2.53 2.03 1.41 2.81 3.05 
о. № 0.42 0.38 0.37 0.34 0.35 
Czechoslovakia 
о сева . 5 3. 5 6.03 6.72 7.48 8.03 7.36 
MINS” Soir hy ei 225 252 315 3.26 
RES Bs re 0.79 0.69 0.77 0.69 
LEGGY 4 jee 1.61 1.94 2.11 2.50 
‘DETR gly SMR ee 0.75 0.97 0.87 0.97 
о а ов ost miss) -s 0.47 0.42 0.45 0.50 
и сео 0.09 0.10 0.08 0.06 + 
Bugar-pect. ... 6. « » + 7.76 7.66 8.10 5.81 6.80 
НО i бы coos mee ys 5.85 6.04 6.53 5.18 4.73 
German Democratic Republic 
Тоаксегеа В soi «soles 6.03 7.47 7.92 7.01 6.80 
МЕ В. ., 1,52. 2.01 2.38 1.99 
ВЕ. В. 1.64 1.99 1.94 1.54 
Е ое а 5 Py) 1.93 2,12 2.09 
ОТ | sane р 0.70 0.85 0.88 0.84 
ЕО. = М; iano. 0.22 0.28 0.27 0.17 
Bigar-peet.. 6.2 . as = 6.61 6.95 7.00 4.86 
о С 12.83 14.07 12.64 8.83 
Hungary 
Total cereals, <..... 7.76 8.08 8.52 9.86 7.90 
ее. 2.36 3.02 3.37 3.59 2.74 
ES: Мн. 0.25 0.23 0.24 0.40 an 
Е ee rs ss ss 0.91 0.94 0.90 0.91 0.56 
UNC Rae 0.09 0.10 0.07 0.09 ay 
В, К... 3.96 3.58 3.81 4.75 4.07 
WOUBCCUS Cay о ae sian Sw 0.13 0.11 0.12 0.18 4a 
рае бе, GG ss a = ь 3.57 3.36 3.47 3.30 2.15 
ое... 2.43 1-51 1.34 1.59 1.53 
Poland 
Wotal cereals; . . 22 3. 16.29 16.72 18.29 18.89 16.30 
Ве eo cae aes 3.56 3.86 4.57 4.71 4.60 
Ве ор ла 7.66 7.65 8.44 8.19 5.50 
Вар их 2 ts 1.39 1.39 1.48 1.94 2.10 
ао и ee ee © 5 2.59 2.77 2.83 3.06 3.20 
РЕН д оне 0.48 0.68 0.74 0.22 0.61 
BURALSDECE Ss 5 a im? 13.62 15,52 14.80 11.32 12.82 
otetoesi wc ss se + . 45.80 48.21 50.28 44.93 50.17 


Yields 

1966 1967 1968 1969 
28.2 28.2 2353) 27.3 
27.9 30.6 24.0 24.7 
13.5 12.1 10.0 11.6 
25,5 25.4 20.0 22.0 
15.8 13.9 7.9 10.3 
38.1 34.3 31.3 41.3 
16.6 17.8 16.3 18.9 
404.0 342.0 265.0 338.5 
113.0 108.0 114.0 108.0 
22.7 25.4 27.8 29.7 
25.2 27.1 31.6 30.9 
20.0 21.5 BAS) 25.0 
23.3 Pf) 29.7 32.0 
19.2 22.3 il 24.2 
32.7 30.3 33.8 39.9 
13.6 14.5 12.4 11.8 
329.0 368.0 415.0 318.0 
134.0 148.0 176.0 159.0 
25.7 31.3 32.9 29.1 
31.4 37.8 41.7 35.5 
Pits 26.6 26.3 22.4 
29.3 34.9 35.6 32.2 
26.9 31.4 33.8 30.9 
17.7 22.5 Я 15.1 
314,0 333.0 344.0 353.0 
185.0 205.0 188.0 146.0 
23.4 24.4 25.2 29.2 
tA lee | 25.9 ERY 274 
11.0 11.0 12.5 12.9 
18.7 20.9 23.4 23.8 
11.9 15.6 12.8 16.7 
31.6 28.5 29.9 37.9 
9.8 9.3 10.4 12.2 
331.0 324.0 334.0 340.0 
123.0 89.4 89.2 114.0 
18.5 19.1 20.9 21.1 
21.5 22.4 24.8 24.0 
17.8 17.9 19.8 19.8 
20.6 21.6 23.6 25,5 
18.8 19.7 20.7 22.3 
15.5 19.7 19.0 12.4 
313.0 358.0 357.0 276.0 
169.0 176.0 185.0 165.0 


1970 


28.0 


38.0 


28.2 
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TABLE 8 (continued) 


Production and yields in some basic crops in east European countries 
(Output in millions of tons and yields in quintals per hectare) 


cn ERE St RE aR nO OS eee 


Output Yields 
1966 1967 1968 1969 1970 1966 1967 1968 1969 1970 
Romania 
Total’cereals = 5 о. ees 14.18 13.80 12.89 13.02 10.40* 20.2 20.3 18.9 19.2 
Wheatercnes 2 (Sea 5.07 5.82 4.85 4.35 3.39 16.7 20.0 12 15.8 
Ву 0.10 0.07 0.05 0.05 0.03* 10.9 11.3 11.0 11.2 
Barley ое 0.48 0.53 0.59 0.54 19.6 20.7 20.2 МУ 
а 0.17 0.16 0.11 0.13 12.3 12.9 8.6 10.5 
Маре о as 8.02 6.86 7.11 7.68 т 24.4 21.3 АЕ) 23.3 
Sunflower seeds ..... 0.67 0.72 0.73 0.75 0.77 14.4 15.0 14.0 14.0 
Sugar-beet. 05) мб... 3.44 3.83 3.94 3.80 3.40 225.0 218.0 213.0 201.0 
Potatoes. fakes a. sleet ce 3.35 3.10 3.71 223 108.0 97.9 116.0 70.1 
Soviet Union 
Motaltcerealsia-m- ete 171.18 147.89 169.54 161.11 186.40 13.7 т 14.0 131 
Уре. 10.50 77.42 93.39 78.73 14.4 ES 13.9 11.9 
Ку а 13.14 12.99 14.12 10.93 9.7 10.5 1135 11.8 
Barley a. cg) ce ee 27.88 24.66 28.90 32.60 14.4 12.9 14.9 14.5 
Oatsti п sie 9.20 11.58 11.64 13.06 12.8 13.3 12.9 14.0 
Мате cate toa) omen: 8.42 9.16 8.83 11.96 26.0 26.2 26.2 28.6 
Oilseeds о cP sy xe 7.05 7.44 7.50 6.91 10.6 1057; 11.6 10.9 
Sugar-beet i: Gj. ил 74.03 87.11 94.34 70.98 195.0 230.0 266.0 210.0 
Potatoes се mur: 87.85 95.46 102.18 91.73 105.0 115.0 123.0 113.0 
Byelorussian SSR 
IRQRULCSEIN » 6 5 6 oa 3.0 92 3.0 4.3 4.2 10.5 11.3 11.0 15.9 16.9 
Wheat (winter). .... 0.2 0.3 0.5 0.8 10.7 15.9 14.7 16.4 
Ку 1.5 1.6 пы 1.2 9.6 9.8 8.7 11.9 
Barley (Summer) .... 0.6 0.6 0.7 1.5 14.3 15.4 15.6 235 
Фак. 0.3 0.4 0.3 0.5 12.3 12.8 10.3 18.9 
Зираг-Бее и т 1.1 2 1.0 0.9 197.0 254.0 211.0 187.0 
Рось es 13.4 13.6 14.9 135 134.0 137.0 150.0 139.0 
Ukrainian SSR 
Е Зо оо обо 34.1 31.8 28.0 36.5 36.5 215 20.5 18.5 23.0 23.4 
Wheat (winter). .... 18.8 17.1 13.2 16.4 24.8 23.1 20.5 23.5 
Rye a eis oe 155) 1.1 1.2 12 12.5 11.6 12.4 13.5 
Barley (Summer) .... 4.4 3.9 4.3 53 18.9 17.6 15.8 22.6 
Фа и о. 1.0 12 1.0 1.4 17.2 17.0 135 18.8 
Маме ме 4.7 eo) 58} 8.2 = 26.4 26.3 26.4 30.8 
Sunflower seeds ..... 2.8 2.9 ell 3.1 2.6 15.8 16.6 15.8 18.2 ati 
Sugar-bectsamemeen mee 41.4 47.0 Sis 41.6 46.1 222.0 257.0 330.0 235.0 ca. 270 
НО Боро ба ох 21.6 19.7 2272.5} 17.9 19.7 104.0 96.0 110.0 89.0 


Sources: CMEA Yearbook 1970, national statistics and plan-fulfilment requirements. 


In Romania, it declined from a level which was already 
below that attained three years earlier. In both countries, 
the majority of crops (but particularly grain) were affected. 
In Hungary, output of grain fell by 20 per cent, sugar-beet, 
fruit and grapes also falling below the level of 1969. 
Excellent results were obtained for fodder crops and 
relatively satisfactory ones for potatoes and vegetables. 
In Romania, output of grain also declined by an estimated 
20 per cent, potatoes by 22 per cent, sugar-beet by 11 per 
cent and fruit and grapes by 30 per cent. Output of sun- 
flower seed and vegetables rose slightly. 


In most of the east European countries, the performance 
of the livestock sector appears to have been better than 
that of the preceding year. In Czechoslovakia, the in- 


crease in the volume of output of animal husbandry 
increased from 0.8 to 5.7 per cent. Output of meat rose 
by 6.8 per cent, eggs by 7.1 per cent, and milk by 1.7 per 
cent (see table 9). In Hungary, output of meat, which 
declined by 3.8 per cent in 1969, rose by 2.6 per cent 
in 1970, similar changes occurring in the output of milk 
and eggs. In Romania, the volume of animal production 
is estimated to have risen by some 2 per cent, which also 
partly recovered the ground previously lost. Meat output 
declined by 1.3 per cent, but the output of milk rose by 


** According to the plan-fulfilment report, the volume of livestock 
production rose by 7 per cent, a large part of the increase apparently 
consisting of a rise in the weight of livestock on the hoof. 
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(Numbers of livestock in thousands, output of meat and wool in 
thousands of tons, of milk in millions of litres, of eggs in millions) 


TABLE 9 


Livestock numbers and output of livestock products 


| Я 


а ране а в 


Country and year Numbers Output 

Cattle Cows Pigs Sheep Meat Milk Eggs Wool 
Bulgaria 
STS ro. Cee ee ee 1 385 578 2 276 9 998 490 1 456 1 490 2.0 
ED Gi Mare ere a os sk hs 1 363 586 2 314 9 905 490 1 562 1 683 22 
а, Ще we, 1297 579 2 140 9 652 534 1 540 1 627 2.0 
IS) Ge ow ates 3 i 1 255 574 1 967 9 223 493 1 537 1519 oy 
CHAD ee SN Gk, Sere ee 1 273 588 2 370 9 675 490 1 609 1 656 2.3 
Czechoslovakia 
UCTS io, р cea eae 4 462 1 952 5 305 670 949 4 404 3 080 Pep 
О № we КО 4 437 1929 5 601 770 1002 4 205 3 218 Pf 
о cure * .: Ree oo BOS 4 249 1 903 5 136 906 1 096 4417 3 270 3.2 
IPOs 2 Se a ee ere 4 223 1 884 5 037 977 1 047 4 609 3 413 3.7 
7 и с. Аи. 4 290 1872 5 396 1119 4 689 3 654 
German Democratic Republic 
Е оао со к heh hoe, ss) koe 4918 2 196 9 312 1 928 1 173 6 728 3 894 8.3 
Об ие we 5 019 2 188 9 524 1818 1221 6 904 3 995 8.3 
бе ен 5 109 2166 9 523 1794 1274 227 4 046 8.3* 
ие а а 5 171 2167 9 237 1 696 1287 7 232 4 194 8.3* 
а mene 5 190 2163 9 684 1598 1280 
Hungary 
ES GG tee ease: Fins ie ea Ske 1 968 772 6 123 2340 931 1790 2436 9.9 
TOG ee А ss 5, 2 049 785 6 647 2 300 931 1918 2714 10.1 
Е Е са, < 2017 751 5 806 2396 1 045 1 875 2 793 10.9 
196973 AW. tet so RE 1914 746 5 880 2 251 1 006 1 845 2 640 10.8 
ме =. 1911 7 300 1032 1860 3 000 
Poland 
1966. Fe ee a at 10 390 6014 14 251 3 164 2 083 13 807 6 253 8.0 
ПОТА tye CRT. as 10 768 6 143 14 233 S132 2 126 14 058 6 348 8.6 
Обо еек 10 940 6 194 13 911 3 528 2 156 14 202 6 315 8.8 
SOS Mer ра 996: oka 11 049 6 250 14 357 3 237 2 240 14 314 6 700 8.9 
TSN a Soe eee 10 844 6 082 13 446 3 128* 2 193 14 500 6 931 8.9 
Romania 
HOGG eis. АА: 5 198 2127 5.400 14 109 706 3 730 2814 2.6 
GID lip) ии 5 332 2 218 D752 14 380 775 4 123 3 011 2.9 
ПО 6 sO ee A 5 136 2 203 5 853 14 298 837 3 833 3 113 3.1 
О) -5 “Pear Se. eee 5 035 2 496 5 972 13 836 834 3 758 3 315 3.1 
О ee чо 5 215 2624 6 358 13 814 823 3 900 55 2.9 


Sources: Statistical yearbooks, plans and plan-fulfilment reports. 


Моте.— For livestock numbers, figures are from the end-year census in all 


countries except Poland (mid-year census), Figures for meat are in terms of carcass 


weight. 
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TABLE 10 


Supplies of tractors, grain combines and chemical fertilizers in east European countries 


(Tractors and combines in thousands, fertilizers in thousand tons) 
a a д ——д—д—д_д_д—а—ы—ы 


Tractors 


Grain combines 


Country 


1966 1967 1968 1969 1970 ils 1966 1967 1968 1969 1970 plan 
Stocks 

ПИЯ eee 71.8 75.6 84.0 90.3 93.4 a 7.4 8.3 9.1 9.4 9.8 
Czechoslovakia® 185.9 195.2 204.7 204.0 12.8 13.9 14.4 15.3 = 
German Democratic 

Republic: cues) © 132.8 138.7 144.3 145.8 se 16.8 17.6 17.9 18.3 
Hungary) 4p ieee 67.5 67.6 67.2 67.4 69.0 9.7 9.8 10.4 11.2 
Poland ar... о а 136.7 151.2 168.4 192.7 216.4 6.7 8.5 10.3 12.1 
Вотапа ое 90.8 92.8 96.4 101.9 39.5 41.8 47.1 48.4 

Deliveries 

Bulgariayea.. - uci swe 4.60 3.55 6.45 4.61 1.00 1.43 1.07 0.47 
Czechoslovakia ..... 14.47 7.60 10.60 6.93 3.17 1.61 0.64 1.48 
German Democratic 

Верно me. os 9.66 10.18 11.03 11.07 1.50 0.67 0.74 1.63 
АИ о meee a) cee 5.67 4.36 4.39 6.40 a i 1.47 1.58 1.34 1.07 
Poland Petty sas clan > 21.62 24.18 24.89 25.99 27.2 24.4 1.64 2.08 1.47 1.65 2.0 
Вог sigs. stone 11.56 8.26 8.54 9.00 4.04 4.94 7.80 4.52» 

Fertilizer application 
Country 
1966 1967 1968 1969 1970 = 

Вана ое 477 607 842 692 (720) 
СВО ОУ а с ОЖ 930 900 1037 835 889 
Genman PDemocratiCURePUDIIC ко ира а ое lbseh oe 1350 1354 1485 1500 
а а атс ее с об iss cepa 387 514 629 699 ы 
Poland eee ae р О ко т обе Е erat aa pa Rae 1303 1582 1829 2141 2416 2630 
АЕ, — 47, 4 ода м РО i el ere PN eit Г 408 498 545 551 700 


Source: National statistics, plans and plan-fulfilment reports. 


3.8 per cent and eggs by 6.0 per cent. Output of both 
meat and milk had declined in 1969. The situation was 
similar in Bulgaria, where meat output remained un- 
changed but the output of milk and eggs rose by 4.7 and 
9.0 per cent respectively.** In 1969, output of these pro- 
ducts had declined. 


Poland was apparently the only country where the 
volume of output of animal husbandry was smaller in 1970 
than in the preceding уеаг.35 The decline was all the more 
disappointing because it followed three years of rather 
mediocre performance. The fall was largely because of a 
decrease in meat output of 3.5 per cent. Output of milk 
rose slightly as a result of good pasture conditions and the 
output of eggs was 3.7 per cent higher than in 1969. 


Changes in livestock numbers were also, generally, more 
favourable in 1970 than in 1969, as can be seen from 
table 9. The increases in cattle numbers in Romania 


34 Data for the socialist sector. 


*5 Another country is probably the German Democratic Republic 
to judge on the basis of procurement data. 


® Tractors in 15 h.p. nuits. 


» Including combines for maize. 


(3.6 per cent), and of the pig population in Hungary 
(24.1 per cent) and in Bulgaria (20.4 per cent) were 
especially significant. In the German Democratic Republic, 
the number of cattle remained stable but the number of 
pigs rose by 4.8 per cent. On the other hand, in Poland 
the number of cattle declined by 1.9 per cent, of which 
cows by 2.7 per cent. The 6.3 per cent decline in the pig 
population is of even greater importance for the supply 
situation in the current year. 


In all countries of the area, efforts continued in 1970 
to increase the application of fertilizers and to raise the 
level of mechanization (see table 10). 


In some countries the difficulties encountered in the last 
two years in expanding agricultural production could not 
fail to introduce a disquieting element in the food supply 
situation. Difficulties in maintaining the supply of live- 
stock products became a particular problem in the Ger- 
man Democratic Republic and Poland. In the German 
Democratic Republic, measures were taken in the course 
of the year which resulted in an above-plan rise in imports 
of fodder and, also, an appeal was made to small pro- 
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ducers—with individual plots of below one hectare—to 
make a special effort to raise output of animal products. 


The importance of this sector is relatively small in the 


German Democratic Republic, its share in the total of 
marketed products in 1970 being only 9.1 per cent for 
beef, even less for pork and milk, and 10 per cent for fruit. 
Only for eggs was it large—49.1 per cent. 


_ In Poland, the gap between demand and the supply of 
livestock products had already been increasing for a 
number of years. As shown in table 4, the growth of live- 
stock production in Poland was the lowest in the area 
during the recent quinquennium. On the other hand, for 
rather complex reasons, the increase in demand— 
especially for meat—was among the highest. The diffi- 
‘culties have been compounded by the fact that both 
output and procurements have fallen much below the 
already moderate five-year target, as can be seen from 
the following figures: 

1970 (1965 = 100) 


1965 1970 


Actual Planned 
Meat output (thousand 
оч аа 3 О 2.175 108.1 117.8-119.3 
Meat procurements 
(thousand tons) ® 1,204 1,369 113.7  127.8-129.7 


® Carcass weight. 


One of the factors accounting for the lag in meat produc- 
tion was the policy pursued during 1966-1970 of encourag- 
ing the production of grain while curbing imports of fodder 
and shifting production from pork to beef and veal.%6 
In fact, beef and veal output rose inadequately (around 
30 per cent in the period 1965-1970—the same as in the 
preceding five years), while output of pork®’ did not rise 
at all (it rose by 11 per cent in the period 1960-1965). 
Grain imports declined a little from an average of some 
2.5 million tons in 1961-1965 to an average of some 
2 million tons in 1966-1970.* 


In order to stimulate the development of animal hus- 
bandry, producer prices were increased twice in the course 
of 1970. Prices of pigs for slaughter and for bacon were 
increased on 1 January by 5.1 per cent and 2.8 per cent, 
and on 14 December by 14.6 per cent and 8.9 per cent 
respectively. On the later date State purchase prices for 
‘poultry and milk were also increased.*® Other measures 


36 See Economic Survey of Europe in 1966, chapter II, page 50. 
This policy has now been criticised by Mr. E. Gierek. It should 
be noted that earlier the noted Polish economist, M. Kalecki, also 
argued against it particularly on the grounds that pork production 
was labour intensive and thus more appropriate given the availab- 
ility of ample labour resources in agriculture (see Zycie gospodarcze, 
No. 15, 1 April 1964). 

37 Pork remained by far the most important, accounting for 
59 per cent of total meat output in 1969. The share of beef and veal 
was 26 per cent. 

38 According to official statements, grain imports were to be 

eliminated by 1970. 

89 Tt must be noted that the net effect on profitability will be 

smaller than is implied by these figures, since prices for industrial 


included the introduction of land tax exemptions for 
deliveries of young cattle for slaughter in excess of contract 
obligations, and an improvement in the system of tax 
exemption for farm investments. 


Few changes took place in 1970 in the organization of 
agriculture, except in Romania, where a decision was 
taken to set up special enterprises for the mechanization 
of agriculture as from 1 January 1971. These are to func- 
tion on the principle of economic accounting and will take 
charge of subordinate stations, attached to collective 
farms, whose task will be to perform mechanized work. 
These stations, in addition to having their own equipment, 
will also be responsible for the upkeep of equipment 
owned by collective farms. According to official state- 
ments, this arrangement, as well as helping to maintain 
equipment, should also help to use such equipment more 
intensively, especially in off-season work. 


Another measure which was taken in Romania was the 
introduction of a guaranteed minimum income for collec- 
tive farm members supported by bank credits. This is to 
be 300 lei a month for co-operative peasants and 600 lei 
for co-operative chairmen. Other reforms include the 
unification of prices of industrial goods sold to collective 
and State farms, and some reduction in the prices of farm 
machinery, spare parts, oil and other products sold to 
peasants. These measures should result in an annual 
saving of 540 million lei by collective farms and 18 million 
lei by individual peasants. 


In Bulgaria, the process of specialization and concen- 
tration of production is currently being accelerated. It was 
reported that re-distribution of crop-land began this year, 
so that 155 agrarian-industrial complexes can be establish- 
ed to replace 1,063 State and co-operative farms. Also, 
a total of 53 market-gardening complexes will replace the 
present 1,273 market-gardens, each complex having an 
area of 500 to 2,000 hectares. By 1975, 23 per cent of 
vegetable cultivation is to be mechanized. All vegetable 
output will be concentrated on 70 to 80 large-scale enter- 
prises run on an industrial basis. 


According to the new Hungarian Five-year Plan, agri- 
cultural production is to rise by an annual average of 
some 2.8-3.0 per cent in the next five years, taking the 
period 1966-1970 as a base. Output of animal husbandry 
is to increase at a somewhat faster rate than crop output, 
an average of 3.0-3.2 per cent as against an average of 
2.6-2.8 per cent. Output of meat is to rise by 24 to 26 per 
cent, that of milk by 20 per cent and that of eggs by 
22 to 24 per cent in the average for the period. The use 
of chemical fertilizers per hectare of arable land is to 
increase to 190 kg by 1975.40 


fodder mixtures—which are subsidized—were also increased by 
22.4 per cent. 
4 Tn 1969, consumption was 125 kg. 
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(ii) Industry 


In 1970, global industrial production in the region 
increased by an estimated 8.3 per cent, growth being 
nearly equal for all east European countries and the Soviet 
Union (table 11). industrial expansion was generally faster 
than in the preceding year. In the east European countries 
as a group, growth rose from a rate of 7.5 per cent to a 
rate of 8.1 per cent. In the Soviet Union, the acceleration 
was from 7.1 per cent to 8.3 per cent. A notable feature 
of the development in 1970 was the significant increase 
in the growth of industrial output per man. In the east 
European countties as a group, the acceleration was from 
4.9 per cent to 6.8 per cent, and in the Soviet Union 
from 4.6 per cent to 7.0 per cent. In both cases this was 
the highest rate for the past quinquennium. The faster 
growth of labour productivity was partly due to a slower 
increase in industrial employment, which in both eastern 
Europe and the Soviet Union, rose by 1.2 per cent in 1970, 
underlining even more sharply the trend toward decelera- 
tion evident throughout the five-year period. 

High rates of import growth*! and of investment 
completions (beth partly connected with the fact that 
1970 marked the closing year of the Five year Plan period) 
were factors which tended to influence favourably 
industrial performance. The influence of the weather and, 
especially, of changes in agricultural supplies were 
favourable in the Soviet Union but adverse in a number 
of east European countries. Apart from these general 
factors there were others peculiar to the individual 
countries which, in some cases, had an important in- 
fluence. In Czechoslovakia, faster growth was to a large 
extent the effect of stabilization measures, permitting the 
recovery of the impetus lost in the two preceding years. 
In Hungary, the solution of some transitory problems 
which had arisen in the initial stages of operation under 
the new economic regulators had a similar influence. 
In the German Democratic Republic, a large-scale pro- 
gramme launched in 1967, involving an increase of invest- 
ment and drastic changes in the pattern of production, 
led to a gradual deterioration in the inter-industry supply 
system. It is against this background that a difficult 
situation developed in 1970, following the hard winter 
of 1969/70 and two consecutive bad harvests. Also, in 
Bulgaria, supply difficulties related to previous develop- 
ments were an important element in the deceleration of 
the industrial growth rate. 

The pattern of industrial expansion by branches in 
1970 is shown in table 12. As in the preceding year, the 
fuel industry expanded relatively fast, but pressures on 
supplies continued to be felt in a number of countries. 
As can be seen from the figures in table 13, the growth 
elasticity of this branch in relation to total output rose 
in Romania and the Soviet Union; in the area as a whole, 
the (unweighted) average coefficient was 1.0 in the last 
two years, which is considerably above the recent average. 
On the other hand, the growth elasticity of the electric 
energy industry declined practically everywhere—in some 


“ Particularly of intermediate products; see table 34 and text- 
tables on pages 141 and 142. 


countries rather sharply—and it was below the historical 
(or recent) average. A considerable uniformity exists in 
the changes of the growth proportions of other branches. 
The growth elasticity of the engineering and metal-work, 
and food-processing industries was generally lower than 
in the preceding year, while that of ferrous metallurgy 
and construction materials was generally higher. In the 
chemicals industry, changes were more diverse. The 
growth elasticity of this industry increased in Bulgaria 
and Romania, remained unchanged in Poland and de- 
clined in the other countries. In the light industries 
(textiles, clothing and leather/footwear) changes were also 
varied. The growth elasticity rose in Czechoslovakia, 
Hungary and Romania, remained unchanged in Poland, 
and declined in Bulgaria and the Soviet Union. 


Changes in the level of production of a number of major 
industrial products are shown in appendix table 1. While 
aggregate data for the area are not yet available for most 
items, it would appear that for a number of important 
fuels and raw materials, the tendency in previous years 
for the growth rate to decline, was reversed in 1970. 
As can be seen from the text-table below, this was the 
case for petroleum, natural gas, steel, cement and sul- 
phuric acid. Coal output continued to rise at the relatively 
fast rate of 3.1 per cent, but the growth rate of electricity 
output was reduced to 7.2 per cent. 


Percentage change from preceding year 


1966 1967 1968 1969 1970 


И woo 6 eS se 7.8 8.0 8.5 7.6 (Ee? 
Coal Stace kee tee 1.0 -- ibs) 31 3.1 
ОИ о бане 8.8 8.4 7.0 Saf 7.4 
Natural aS eee ee 12.4 10:7 8.2 8.3 9.3 
Rawisteel А 6.6 6.2 533, 3.4 57/ 
Cement sat an eae В 9.3 7.0 3.8 22 (5.9) 
Sulphuricacid ..... 8.7 4.3 6.9 5.8 125 


The plans for 1971 envisage a slowdown in the rate of 
industrial production except in Bulgaria, where the rate 
is to rise and in Albania where it is to remain virtually 
unchanged. 


It is possible to provide some first impressions of some 
of the major developments in the period of the Five-year 
Plans which has just ended. Firstly, the deceleration of 
the industrial growth rate in the majority of countries 
in the first half of the nineteen-sixties—was not apparent 
in the second quinquennium. It can be seen from table 14 
that in three east European countries, Albania, Czecho- 
slovakia and the German Democratic Republic, as well 
as in eastern Europe as a whole, industrial growth was 
faster between 1965 and 1970 than between 1960 and 1965. 
In Poland and in the Soviet Union there was little differ- 
ence between the two growth rates. Bulgaria, Hungary and 
Romania were the only countries which experienced a 
slowdown in 1966-1970.42 


“Tt should be noted that in Hungary and Romania industrial 
9 between 1960 and 1965 rose faster than in the preceding 
period. 
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TABLE 11 


Output (A), employment (B) and output per man (C) in industry 


Country and indicator 


Percentage change from preceding year 


1966 1967 1968 1969 1970 1970 1971 
actual plan® plan 
Albania 
Ane и. 12.0 12.8 19.0 11.0 ell 19 7.5 
Bulgaria ; 
о о Cee. nn 12.4 13.3 10.2 9.9 19,3 8.2 10.0 
нь 9.4 5.1 1.2 2.1 Bil —0.7 2.1 
В... 2.7 7.8 8.9 7.7 7.1 9.0 ad 
Czechoslovakia 
A 
5 7.4 1 5.5 5.2 Yall 6.5 6.5» 
О. 2.6 1 lee) 0.6 —0.2 0.9 0.0 
ооо 4.7 4.2 4.6 7.9 Ses} 55 
German Democratic Republic 
= о 6.3 6.5 6.1 7.0 6.4 8.4 5.4 
5. она sere es oe 0.5 0.4 0.5 1.0 1.3 
Cana: 5.8 6.1 5.6 6.0 5.0 
Hungary 
в. 6.8 8.9 5.3 3.0 7.4 6.0 6.0 
Me te Aa x 1.4 3h 7) 4.0 3.0 0.6 2.0—2.5 1.5 
S59 Sette cay ed ne 5.2 5.4 1.0 — 6.8 3.9—3.4 4.4 
Роапа 
as SR ee 7.4 И] 9.4 8.9 8.3 7.3 6.84 
ПУ п, око АЕ 3:5 4.2 3.6 3.6 1.6 2.2 
о. 3.7 3.4 5.6 5.1 6.5 5.0 
Romania 
PEs Be ng owe be 11.7 13.5 11.6 10.8 11.8 11.3 9.0 
1} до оо ee ee ee 3.5 3.8 4.3 5.4 2.8 23 2.4 
(Co pes ac „. 8.1 9.3 7.0 5.1 8.8 8.8 6.4 
Eastern Europe® 
и. 7.9* 8.4* thee 55 8.1* 7.9 6.9 
Тут tes Вр: ee 2.9 2:7 Pil XS} 1.2 
(Sh 9p “ROR Se 4.9* 5.6* 4.9* 4.9* 6.8* 
Soviet Union 
Ape ue о а 8.7 10.0 8.3 71 8.3 6.3 6.9 
1 о о ee 3.9 3.3 3.3 2.4 1.2 1.0 0.9 
(SS (ieee а а... 4.6 6.5 4.8 4.6 7.0 5.2 6.0 
Byelorussian SSR 
ооо о ИА 14 13 12 11 12 9 9 
11 обе оа а РЕ 7.9 6 6.5 4.3 3.7 4 
(Oo OS ооо о ee 6 6 5) 6 8 5 
Ukrainian SSR 
EX о соо Gee ch ре 8 10 8 8 8 5.8 —6.0 5.9 
1 оп ее 4.8 4.1 4.3 3.1 1.4 1.3 1.0 
С не. 3 6 4 5 6.5 4.5 5.2 
Eastern Europe and the Soviet Union® 
AME ee Fe Men vl, Be 8.4* 9.6* 8.0* ahh 8.3* 6.7 6.9 
ТУ бов Uke dean ee 3.5 3.1 3.1 2.4 12) 
Cer er ee ee Le 4.8* 6.3* 4.8* 4.8* 7.0* 


Sources: National statistics, plans and plan-fulfilment reports. 


Моте.— Except where otherwise indicated, output data refer to “gross produc- 
tion’’, The data cover State and co-operative industry onlyin Albania, Bulgaria, 
Hungary, Poland and Romania. For the Soviet Union, they exclude industrial 
activity on collective farms, and for the German Democratic Republic, handicrafts. 
Employment and productivity figures are as a rule derived from the output and 
employment data. An exception is when no employment data are available, in 
which case reported productivity figures are presented and employment figures 
derived. 

® Targets set in original plans. The figures shown in the table may differ from 
those implied in the reported data on the actuai change during the year and the 


percentage of plan fulfilment, either because of plan modifications or because of 
differences in the base. Original plan figures are usually related to preliminary 
estimates of the base year: plan-fulfilment reports, as a tule, relate to the final 
returns of the base year. 

> The figures refer to “commodity production” which is not strictly comparable 
with gross production because the former excludes work in progress. 

с For the method of weighting output see Economic Survey of Europe in 1962, 
part 1, chapter I, р. 3, footnote 2. Beginning with 1966, the weight system has 
been shifted to a 1965 base. A comparison of the new with previous weights was 
given in Economic Survey of Europe in 1966, chapter П, р. 4, table 2, footnote d. 
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TABLE 12 


Industrial output by main branches 
(Annual percentage change) 
рии АА 


Average annual growth rate 
(in per cent) 


1967 1968 1969 pies и le : А 
Actual Plan 
Bulgaria 
IDG) р о a ee es Sp ee eee oes 9.4 10.7 24.5 ye 21.1 BE 15.2 
EQErey о: о meee 16.6 15.5 11.0 т 11.7 ne 13.6 
Berrous metallurgy 9s. see PS) 22.2 8.9 ve 13.9 24.6 17.8 
Non-ferrous metallurgy ....... 6.8 4.1 el, eis es 4.2 4.9 = 
Engineering and metal work ..... 20.6 12.2 13.2 11.0 124 17.0 15.7 20.1 
Chemicals and rubber. ....... 20.2 26.8 18.5 oi 21.1 16.3 21.1 24.6 
Construction materials ....... 17.0 8.1 4.3 м 8.6 я ТИ 13.7 
Timber and wood ргосезз...... 3.7 4.7 6.9 xis 3.6 “a 4.5 at 
Celluloserand рарег ще. ee - 22.4 17.2 6.5 any UP Pe 15.5 
ОО ЯП ЕЮ ou 6 oo o vo 0 ¢ 21.5 14.2 8.4 ae 8.0 FAC 13.0 
ео се 11.0 7.8 8.9 oe 6.8 ee 
Glothing fae tes о 23.8 17.5 3.9 me 2.8 ae 10.6 8.5 
Fur, leather and footwear ...... 14.5 13.4 7.3 ое —1.44 aa 
IFOOU processing meen eels 7.3 4.6 See) ae 4.1 ne 5.8 7.0 
Czechoslovakia 
Fucl о cis ei he ce sh ee ae 3.0 6.3 8.5 ae 6.3 ar 4.5 2,5 
И по ое а. 8.4 9.2 Sell oe 5.6 га 7.1 7.4 
Ferrous metallurgy ......... 3.1 DS se =e 6.0 rs 52 6.0 
Non-ferrous metallurgy ....... 9.8 7.1 10.2 в 9.5 ys ‘i 
Engineering and metal work .... . 11.2 7.6 6.9 7.0 9.1 7.0 9.0 7.4 
Chemicals andrubber. ....... 11.1 5.9 9.4 Ke 11.5 Ne 9.5 8.7 
Construction materials ....... 8.2 5.6 3.2 ag 8.6 Sir 6.6 
Timber and wood process ..... . al, 4.6 4.2 7.1 7.0 va 6.4 
Gelluloserand! papel mmr aen ena: 7.5 4.3 4.1 ea 4.5 Pr Эй 
(ЕО др ово фоо бе 7.6 1.5 7.6 15.0 12.6 aa tha 
Л ЕК ор о ee tater ott ey ee 4.1 1.1 3.3 6.7 8.5 
Chino. ee Pee ac a 6.6 3.8 4.1 5.8 7.9 ce cide oe 
Fur, leather and footwear ...... Ball 4.4 5.0 3.6 5.9 res Sal 35 
Irae poe оо 6 Gu eo Oo 8 3.7 4.2 Lid 4.6 6.1 5 BRP) ae, 
Hungary 
Ме es tere —1.5 3.5 —0.5 Pe 3.0 oe 1.6 
Bier oysters, so xen ол 9.4 6.5 8.0 8.5 6.0 a 7.6 
Metallurcymarns: pecan a ао 6.5 6.0 4.0 ae 6.0 ae 5.9 ve 
Rises 5 ye eu oe oo uo ee 9.8 USS 4.0 7.0 8.0 ts ЧТ 7.3 
Chemicals апа габбег........ 13.5 10.4 7.0 12.0 15.0 че Цай 9.4 
Construction materials ....... 11.3 1.4 —5.0 5.0 5.0 с 4.2 eh 
О ОЕ “yeas sh cyte 10.5 1.4 —2.0 a8 0.8 я 4.6 4.1 
Food processing. ор es) 3.8 4.0 4.0 3.0 ха 4.3 5.4 
Poland 
о cs ste eh 3.8 9.1 Teal 6.0 thal Ag 6.7 5.7 
EOP): 266) cue EA В и 7.4 9.7 9.4 7.9 8.0 т 8.6 8.2 
Пи И о ро ооо ов 0 © 4.8 3.7 5.0 4.6 и 5.3 See 
Non-ferrous metallurgy ....... 11.7 5.6 12.9 8.3 13.4 he 9.9 9.2 
Engineering and metalwork ..... 13.5 14.8 14.3 10.0 12.1 ni 12.9 10.1 
Chemicals andrubber ....... 14.1 14.2 12.8 12.8 11.9 oe 232 12.5 
Construction materials ....... 7.8 9.3 4.4 6.2 6.5 as 7.0 a3 
Timber and wood process ...... 5.0 7.6 5.1 6.0 Gp! 
Celluloseandipaperi: ss eee 4.9 5.6 4.1 3.0 6.3 ie 5.5 4. 1 
(СЕНО ЕО see len ner 6.8 9.0 6.8 6.6 an ar 8.6» Е 
О, ооо о ct he os со 4.4 8.0 7.5 6.6 7.9 is 6.9 6.2 
РА осо eases) ая и 7.1 7.0 10.0 АТ 8.9 с 8.9 7.9 
Fur, leather and footwear ...... 5.1 95 7.1 4.9 3.6 oe Sill 5.9 
PR OOGIPLOCESSING бо оо Gn eat 2.5 2.6 2.4 1.7 1.6 ws Del 3.9 
Romania 
UCI со оао Ак Soll 6.3 4.2, од 8.1 a 5.9 5.0 
о ie Oe era ae a 21.5 13.6 15.6 а 13.9 2 17.1 16.0-16.3 
Е АИ Goo gb ou 5 ut 16.5 15.0 7.5 55 12.7 al 12.1 12 7-13.0 
Non-ferrous metallurgy... 2... 10.5 12.4 8.4 |. 7.8 т 12.5 9.4101 
Engineering ............ 16.7 17.3 15.4 13.8 16.1 13.0 15.9 14.6 


Chemicals and rubber... . 2... 22.1 17.4 20.0 21.4 25.7 11.0 21.4 18.5 


TABLE 12 (continued) 


Industrial output by main branches 
(Annual percentage change) 


Average annual growth rate 
(in per cent) 


eo eae ee iti 
Actual Plan 
Romania (continued) 
Construction materials ......., 13.8 ь 
Timber and wood process ..... . 6.7 me ee Mi 7 fo ete 
Cellulose and Daperte г... 19.5 15.6 4.1 : : 10.2 ; 14.5 a 
Glass endchma Г... < ocr « 10.5 6.9 16.1 58 20.38 и 11.8 
Textiles + GA, св Е 13.6 8.0 9.6 a 14.44 
Clothing РВ г 16.2 5.9 13.2 ie 11.62 8.8 11.6 8.9-9.9 
Fur, leather and footwear ..... . 10.7 12.9 6.4 ae 4.98 
Food processing 0. 0.4. se 8.3 5.9 4.8 9.0 3.8 7.8 6.3 8.9-9.3 
Soviet Union 
ИЗ. Пао oa Ge a 6.4 4.5 4.3 a 7.0 ne 5.7 
of which 
(О орк, SE a 1.7 —0.2 2.0 2.0 3.0 1.4 1.6 
О и: Ба 8.7 7.3 6.1 6.4 7.4 5:1 7.8 
Ка ps Е ee ee 9.7 7.3 А 8.0 9.0 5.5 9.1 
ОИ” Аа о о Sor eS а coats 10.0 9.4 a 8.0 ae 9.1 
Eietallireviwee nak oor Gus ws 3 8.0 7.0 2.4 Hs 6.0 a 6.54 оо 
Engineering and metalwork ..... 11.9 12.0 11.9 9.2 11.0 10.2 11.8 9.7-11.2 
"ОИСИ ко Ean А О 13.1 12.0 11.1 oh 12.0 8.7 2:2 са. 14.8 
Construction materials ....... 9.5 8.0 4.5 Е 9.0 au 8.2 ie 
PamDersiwood. Papers . . os. . « + 77 5.6 4.0 ie 7.0 ries 55 
Glassrandichindwascs. о о 11.1 11.2 8.7 a an а 10.3Ъ ve 
реа aces : о. , 11.0 9.0 6.7 5.5 7.0 6.8 8.5 са. 7.0 
Food тосе, So Bl ss Hie) 5.6 4.1 5.0 7.0 5.4 5.9 са. 7.0 
Byelorussian SSR 
Ce Pe insta x? aks! 37 29 13 es 19 oe 24 
of which 
(CAO. а ee — — — — — — — — 
О О м 293 110 61 54 53 22 
CARP. pe VN о реа — — — — — — — — 
ПА са е Кое Е ВА 15 12 11 17 17 23 12.4 
Rerrous metaliurgy ие. ее. — — — — — — — 
Non-ferrous metallurgy ....... — — — — — — — 
Engineering and metal work ..... 15 15 14 A 14 9.5 15 
Chemicals and petro-chemicals . . . . 24 30 21 32 26 25 21 
Construction materials ....... 11 9 9 33 10 о 10.7 
Timber, wood-working and рарег... 6 6 il ea 4 ae 5 
Production of cultural goods 
and household appliances .... . aE ak Re a 14 8.4 Ae 
ТОРЕ ОЕ . . 6 + 2 + 6 ны 12 13 10 oe 10 6.7 12 
MOOG DrOGeSSING G. if. ss 4 et df 9 8 ri 10 6 8.6 
Ukrainian SSR 
OWT) oo о са 4 3 5 AP 6 о 4.1 
of which 
(CONEY ces ae cd оне 153 0.7 2 1 1.3 0.2 1.3 
Petroleum? 24 . 5 2. kt ee 18.2 10.0 10.7 1.5 4 22 12.9 
Gael т... 8.7 7.4 8.8 6.1 10 5.3 9.1 
ео а Но. 8.8 6.8 4.0 7.6 8 8.5 7.9 
Ferrous metallurgy ......... i 4 3 a 5 es 4.8» 
Non-ferrous metallurgy ....... 8 9 7 eh Fd 8.6 
Engineering and metal work... . . 13 11 12 9 и 9 12 
Chemicals and petro-chemicals .... 14 13 12 Re 15 9 13.6 
Construction materials ......- 9 8 6 8 5; 10.2 
Timber, wood-working and paper. . . 7 8 8 9 6.9 
Production of cultural goods 
and household appliances .... - 18.6 0 Hee ve я ее ae 
ight i EG. - Role. Se 16 . : : 
Light industries .... Е Я “| i 5 43 6 


Food processing .....-++-+:+ 


P Ean 3 fi ercentages were derived in relation to the preliminary base data. For 
Sources: National statistics, plans and plan-fulfilment reports, — а, я а figures represent adjusted daily averages of output. 
Nore.— Coverage is the same as in table 11, except for Bulgaria and Hungary а Data for first nine months. > 1965-1969. в Output in physical units. 


here the annual (but not the five-year) data relate to State industry. е 1970 
Plan data refer ры in original plans. When these were given in absolute 4 Ferrous metallurgy. 
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TABLE 13 


Ratio of growth rates of some major industrial branches to over-all industrial growth rates 


Sa Yas NE ee ee 


B h Bulgaria Czechoslovakia Hungary Poland Romania Soviet Union Average агеа® 
капс. 

_ 1969 1970 1969 1970 1969 1970 1969 1970 1969 1970 1969 1970 1969 1970 
ЭК оо ee Ao oe 2.3 1.6 0.8 b 0.4¢ 0.9 0.9 0.4 0.7 0.6 0.8 1.0 1.0 
"ОА вос об Banned 1.1 1.3 1.1 0.8 Del 0.8 1.1 1.0 1.4 1.2 1.3 1.0 1 и 
Metallurgy оооовоб 0.6 1.1 0.8 0.9 1.3 0.8 0.6 0.8 0.7 1.0 0.4 0.7 0.7 : 
ЕЯ о 5 oo 6 6 бо 1.3 1.3 1.3 1.2 1.3 1.1 1.6 1.5 1.4 1.4 1.7 1.3 1.5 : 
Chemical. nares. t 1.9 2.3 1.8 1.3 2.3 2.0 1.4 1.4 1.9 Dee 1.6 1:5 1.8 1.8 
Construction materials . 0.4 09 0.6 1.0 b 0.7 0.8 ile НЫ 0.7 0.6 1.1 0.3 0.9 
р: се. 0.7 (0,5) 0.9 1.0 b 1.1 0.9 0.9 0.9 1.0 0.9 0.8 0.6 0.9 
РОО Ч. 53 0.5 0.4 0.2 0.7 ils} 0.4 0.3 0.2 0.4 0.3 0.6 0.8 0.6 0.5 
plese ene ee И Е a os 


Source: National statistics. в Unweighted. b Branch output declined. © Mining. 
TABLE 14 
Annual growth rate of gross industrial output, employment and labour productivity 
(Percentage) 
Lab 
Gross output Employment sree Gross output Employment produ hie 
Albania Romania 
1961=19G6S ees ee 6.8 4.7 2.0 1961-1965. = 13 6.0 ies 
1966-1970 plan ...... 8.7 4.4 4.1 1966-1970 plan ...... 10.6-11.6 2.9-3.7 7.6 
1966-1970 actual ..... 12.8 В i 1966-1970 actual ..... 11.8 3.9 7.6 
Bulgaria Eastern Europe 
1961 96 ее 11.6 4.2, UTD 1961-19651... Ga ИЯ 2.4 5.2 
1966-1970 plan ...... 11.2 5 5.8 1966-1970 рап...... ne ae aS 
1966-1970 actual ..... ial! 3.9 6.8 1966-1970 actual ..... 7.9 2.3 es 
Czechoslovakia Soviet Union 
TOGT=IOOS Memes S05 Sots 52 1.9 3.3 о и 8.6 3.9 4.5 
1966-1970 plan ...... 5.6 0.8 4.7 1966-1970 plan ...... 8.1-8.5 Zl 5.9-6.2 
1966-1970 actual ..... 6.5 1.0 55) 1966-1970 actual ..... 8.5 2.8 55 
German Democratic Republic Byelorussian SSR 
ОЕ ооо 5.9 0.0 5.9 196-196. 10.4 6.5 3.8 
1966-1970 plan ...... 6.5-7.0 — 6.5—7.0 1966-1970 plan ...... 11.1 4.6 6.2 
1966-1970 actual ..... 6.5 0.7 57 1966-1970 actual ..... 12.3 5.7 6.5 
Hungary* Ukrainian SSR 
бб с... 8.0 2.8 Sell 1961-19655. sc) ee ae 8.9 4.5 4.3 
1966-19705 plan]. 2 2). 5.7-6.3 1.4 4.2—4.8 1966-1970 plan ...... 8.1 2.9 5.0 
1966-1970 actual ..... 6.2 2.6 35 1966-1970 actual ..... 8.4 3.6 4.7 
Poland Eastern Europe and Soviet Union 
1961196... 8.5 8:2 Sis) 1961=196S Rt a eee ee 8.3 3.4 4.7 
ПОИСКИ PIE 5 5 6 no 6 7.6 25 Sill 1966-1970 plan ...... ve ae 5. 
1966-1970 actual ..... 8.3 3.3 4.8 1966-1970 actual ..... 8.3 Dei 5.5 


Source: As for table 11. 8 State and co-operative industry. 


Note.—The data refer to total industry (data co-operative and private) unless otherwise indicated. 


Secondly, all countries of the area were able to reach 
or overfulfil their gross production plans (table 14). Over- 
fulfilment was considerable in Albania, and significant 
in Czechoslovakia and Poland. In Hungary, Romania 
and the Soviet Union, production reached the upper 
bracket of the plan target, whereas in Bulgaria the target 
was just reached. In the German Democratic Republic 
the growth rate reached the lower limit of the plan target. 
It will be recalled that the success in the implementation 
of the plans for 1961-1965 was less general, as some 
countries had to abandon their original output targets. 


Thirdly, although the expansion of employment was in 
most cases faster than planned, its rate tended to be 
lower than in the preceding quinquennium. On the other 
hand, labour productivity—although in a number of 
countries increasing less than planned—in the majority 
of cases rose as fast or faster than in the comparable 
preceding period. 

Together with these developments, there were other 
changes pointing to structural improvements. The ratio 
of “net” to “gross” output growth was mostly more 
favourable than in the preceding quinquennium (table 15): 
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TABLE 15 
Average annual growth rate of net and gross output in industry 
(Percentage) 
Е eee 
Gross output Net output Ratio 
(1) (2) 2:1 

Bulgaria cs 

ПРЕ ee ee Пайк 11.6 9.0 7 

о о В: 11.5 13.2 i 

Czechoslovakia 

HOGE196SE! Pima Ae: 5.2 3.9 0.75 

"ОРТО Ви 6.3 6.2 0.98 

German Democratic Republic 

TS Ol 1965.20 et Laer 5.9 4.7 0.80 
metS66=1969 "ee 6.5 5.8 0.89 

Hungary 

96-1965 2... 7.8 7.6 0.97 

1966-1970 ....... 6.2 7.6 1.23 

Poland 

PEGI 1265 м... 8.5 8.9 1.05 

1955-1970. ........ 8.3 7.9 0.95 

Romania 

ТОТО ie esas Shox 13.7 13.7 1.00 

1966-1969... 11.9 12.0 1.01 

Soviet Union 

бе. 8.6 9.0 1.05 

1960-1970... 8.9 10.3 1.16 


Source: National statistics. 


® Net output includes and gross output excludes turnover taxes net of subsidies. 
ag are also other differences which affect the comparability of the data presented 
ere. 


' This is probably due in part to the effect of shifts in the 


output structure in favour of products whose prices were 
relatively high.4* However, other factors more directly 
related to changes in efficiency have certainly also played 
a role. Thus, in most countries the tendency to raise the 
share of higher quality and improved products was 
strengthened; the prices of these genuinely reflect a higher 
value added. It would also appear that greater economy 
in use and, more important, better adaptation of material 
supplies to production needs, have also played a role. 


A definite improvement occurred in the productivity 
of capital. As can be seen from table 23 in section 4, the 
period under consideration was marked by a slowdown 
in the growth of fixed productive assets. Average capital 
productivity, defined as the gross value of output per unit 
of fixed assets, which in most countries declined between 
1961 and 1965, declined less or rose in the period 1966 
to 1970 except in Poland and Romania. Changes in this 
indicator hide, of course, different trends in capital pro- 


ductivity for different branches as well as shifts in the 
composition of output between branches with different 


capital/output ratios. However, the fact that the growth 
rate of fixed productive assets declined without any 
commensurable effect on the trend in output, is an 
indication of a broad reversal of the unfavourable trend 
which prevailed in the early nineteen-sixties. 

A notable development in the last five years, which 
has contributed to the improvement of industrial perform- 
ance, has been the change in the pattern of industrial 


43 Reference is made especially to the shift, mentioned below, 


_ in favour of consumer goods. Net output includes, and gross output 
_ excludes, turnover taxes which are mostly levied on such goods. 


* 


[23 
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growth towards consumer goods. This change was most 
drastic in the Soviet Union where, for the first time in 
the history of planned development, output of consumer 
goods expanded for three successive years at a higher 
rate than output of producer goods. This relationship 
also changed significantly in Bulgaria and Romania and, 
to a lesser extent in Czechoslovakia and Hungary, (where 
the growth of consumer-goods output has in both five- 
year periods actually exceeded the growth rate of pro- 
ducer-goods output). In Poland the relationship did not 
change significantly while only in the German Democratic 
Republic it shifted in favour of producer goods (table 16). 


TABLE 16 
Annual growth rate of producer and consumer goods output 
(Percentage) 
Producer Consumer Ratio 
goods goods 231 
qd) (2) 
Bulgaria 
1961-1965 eevee, cy eek 14.1 9.4 0.67 
1966-1970 plan ...... ae bee $ 
1966-1969 actual ..... 11.8 10.7 0.91 
Czechoslovakia 
1961=1965 ana uae. в. 5.7 4.6 0.81 
1966-1970 plan ....2%. aa на Se 
1966-1970 actual ..... 6.7 5.9 0.88 
German Democratic Republic 
1961=1965 3 ce 6.3 4.9 0.78 
1966-1970 plan ...... ie ats ae 
1966-1969 actual ..... UP 4.7 0.65 
Hungary 
О бе ae ke 7.7 8.4 109.1 
1966-1970 plan ...... ie 1 ie 
1966-1969 actual ..... Skt) 6.6 115.8 
Poland 
196161965. 0c ot = bees ay ey: 9.7 6.5 0.67 
Об О, hae ee A 8.2 6.4 0.78 
1966-1970 actual ..... 9.5 6.6 0.69 
Romania 
1961=1965" ее 15.7 10.5 0.67 
1966-1970 plan ...... 11.2-12.1 9.8-10.5 0.87 
1966-1970 actual ..... 17 9.9 0.78 
Soviet Union 
196121965 ei eee: 9.6 6.3 0.66 
1966-1970 plan ...... 8.3-8.7 7.4-7.9 0.90 
1966-1970 actual ..... 8.6 8.2 0.95 
Byelorussian SSR 
196121965 eee 12.6 7.8 0.62 
1966-1970 ра... у я. в: 
1966-1969 actual ..... 13.3 11.1 0.83 
Ukrainian SSR 
1961-19655 FS eee a te 
1966-1970 plan ...... na si = 
1966-1970 actual ..... 8.2 9.2 1.12 


Source: National statistics. 


On the other hand, although global industrial targets 
were fulfilled everywhere, in most countries the composi- 
tion of output was very different from that originally 
planned (table 12). Generally speaking, the tendency was 
for the engineering and metal-working industries, as well 
as for light industry (textiles, clothing and fur, leather and 
footwear) to expand faster and for the food-processing 
industry to expand more slowly than planned. In the 
other industries, the pattern of deviations was more 
mixed. Considerable differences between plan and fulfil- 
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ment appear also when individual products are considered, 
although it must be noted that in the last five-year plan 
in some countries less emphasis was given to individual 
commodity targets. 


Difficulties in the field of construction and in bringing 
new production capacityinto operation, changes in prioz.- 
ties, shifts in input requirements and démand patterns, 
and in some cases over-optimism in the formulation of 
plans, have all contributed to the discrepancies described. 
Poor weather conditions in some recent years were a 
special factor affecting mostly the growth of the food 
industry. On the other hand, the relatively better than 
planned performance of the light industries as well as 
reflecting a shift in the pattern of demand, was related 
to the appearance of new, higher quality products, and in 
some countries (the Soviet Union and Hungary) to a 
more than anticipated rise in demand in the rural areas. 


(a) The Soviet Union 


The growth rate of industrial production in the Soviet 
Union increased in 1970 from 7.1 per cent to 8.3 per cent 
—2 percentage points higher than the plan target. The 
1970 increase has brought the rise in output during the 
five-year plan period of 1966-1970 to an average of 8.5 per 
cent, which is the upper margin of the plan target (8.0-8.5 
per сет)“ and about the same rate as attained in the 
preceding quinquennium. 


The overfulfilment of the 1970 plan was achieved mostly 
through an increase in labour productivity which rose 
more than expected and, to some extent, to employment 
growth which was also slightly in excess of the plan. 
However, employment growth was only half that of the 
previous year and the smallest of the present decade. 
The plan for the current year envisages an increase in 
global industrial production of 6.9 per cent; the stress 
being once again on fast growth of labour productivity. 


Soviet industrial production 
(Index changes from corresponding period of the preceding year) 


First Second Third Fourth 

quarter quarter quarter quarter 

1966 107.9 108.1 108.9 109.5 
1967 110.9 110.3 110.3 108.5 
1968 109.3 108.7 106.6 107.8 
1969 106.0 107.8 107.2 107.0 
1970 108.9 108.1 107.9 108.3 


Profits of industrial enterprises rose by 15 per cent in 
1970, compared with 10 per cent in the previous year; 
the 1971 plan provides for an increase of 13 per cent. 
Both the plan targets for profits and cost reduction were 
reported to have been overfulfilled. More than 40,000 
industrial enterprises out of a total of about 50,000 were 
operating under the new planning and management 


““ Original plan directives; the target has been subsequently 
changed to 8.9 per cent. In what follows reference is made exclusively 
to ae original plan directives for which more infermation is 
available. 


¢ 


system by mid-1970. Such enterprises accounted for 93 per 
cent of output and 95 per cent of profits during the year. 


Performance was rather even during the year, with a 
relatively high growth rate in the first quarter compared 
with that of the preceding year when production was 
hampered by an extremely hard winter. 


Output of both producer and .consumer goods rose 
faster in 1970 than in the preceding year. However, the 
plan target was exceeded to a greater extent in the producer 
than in the consumer-goods sector; indeed, the growth 
ratio for the consumer-goods sector was not so favourable 
as planned. In the current year, the consumer-goods 
sector is once again planned to grow at a higher rate than 
the producer-goods sector, the ratio of the two growth 
rates being similar to that planned for the past year. 


Pe Le pide! goods (B/A) 
о МОИ ee 9.4 7.0 0.74 
Тб ее 10.2 9.0 0.88 
19GS oars sea 2 8.0 8.3 1.04 
а А" < 6.9 7.2 1.04 
190 ра о 6.1 6.8 ты 
1970-actual as ce 8.2 8.5 1.04 
о sae 6.7 7.4 1.10 


The faster growth of output of producer goods reflected 
a faster growth in the fuel, metallurgy, chemicals, building 
materials, and timber and wood-processing industries. 
The growth of the energy and metal-processing industries 
was slower than in 1969. The faster growth of consumer- 
goods output covered a significant increase in the growth 
of the food-processing industry and a smaller increase in 
light industry. Output of “cultural and amenity goods” 
(predominantly consumer durables) rose at the same rate 
as in the preceding year. 


Output of electricity rose by 7.4 per cent to 740 billion 
kWh. This brought the total increase over the last five 
years to 46 per cent which was significantly less than 
planned (65 to 68 per cent).*® A mitigating factor was that 
the increase in energy requirements was not as large as 
originally anticipated. Nevertheless, regional imbalances 
between demand and supply persisted throughout the 
five-year period. 


Recent changes in capacity, production and consump- 
tion of electricity by major users are shown in the follow- 
ing text-table: 


45 An above-plan rise in investment cost was apparently one of 
the factors accounting for the lag. In this connexion, the following 
figures are of interest. They show that investment expenditure per 
kW of generating capacity rose in the last five years; this compares 
with a decline in previous post-war years. It must be noted, however 
that technical factors, such as the shift towards larger generators, 
may have been responsible for the change. 5 


1951-1955 1956-1960 1961-1965 1966-1970 
Investment 


(million roubles)... . . 4,410 6,743 

mee increase 909 За 
thousand КИ’)... ... 17,632 29,475 48,312 

Implied roubles perkW | | | 22501 2,288 1,871 fot 


The 1966-1970 Plan envisaged an increase i i 
66 million kW. п capacity of 64 to 


Production trends in agriculture and industry 


95 


1960 1965 1969 1970 1971 plan 
Capacity (millionkW). ... . . 66.7 115.0 } 
Output (billion kWh)... | 292.3 506.7 689.1 740. 190 
Transmission losses... .... 17.8 35.1 53.7 
PROC a eo И 0.0 1.5 3.9 
Consumption” ~~... j4. . C 274.5 470.1 631.5 
of which: 
Industry а с a oz 207.5 349.4 458.1 .. 
О geass. S... 9.9 21.1 33.3 38 43 
of which: 
for production purposes . . . te 11.2 oo) 20 
‘Transport. | een ТИТ 37.1 51.6 
of which: 
аа ee 12.9 A г 32 
Urban and other. ...... 39.4 62.5 88.5 


Coal output rose by 3 per cent, reaching a level of 
624 million tons. In 1965, production was 578 million 
tons and the Plan for 1970 provided for an output of 
some 670 million tons. Development in this industry has 
been uneven in recent years. Annual targets were initially 
kept rather modest in relation to the long-term programme. 
However, conversion of consumer heating systems to fuel 
oil did not, apparently, proceed as scheduled and the hard 
winter of 1968/69 also added to the strain on supplies. 
In the past two years there has been a somewhat faster 
growth of coal output. The 1971 Plan calls for an output 
of 633 million tons and coal mines with a capacity of 
18.4 million tons are scheduled to be put into operation. 
However, the supply situation is expected to remain 
rather strained.** 


Favourable changes occurred in the composition of out- 
put; production of brown coal and lignite (after reaching 
a peak in 1965) decreased and its share in the total fell 
from 26 to 23 per cent by 1970. On the other hand, the 
share of coking coal rose from 24.1 to 26.4 per cent in 
the same period, and lower cost open-pit mining increased 
its share from 24.3 to 26 per cent. Further progress was 
reported in automation and mechanization, particularly 
of loading processes.*’ 


Oil extraction reached 353 million tons, 7.4 per cent 
above the 1969 level and the upper range of the Five-year 
Plan target (345-355 million tons). Between 1965 and 
1970, production rose by 45 per cent. Of the total incre- 
ment of some 25 million tons in 1970, about 10 million 
tons were obtained from the Tyumen field in western 
Siberia where output reached 31 million tons. Another 
fast developing oil-producing area, the Mangyshlak 


46 Thus, for instance, in order to assure adequate coal supplies for 
residential use, the USSR Council of Ministers has forbidden the 
diversion of coal destined for retail sale into other channels. Also, 
special steps were taken to set up adequate reserves to Cover resi- 
dential demand. 

4 The share of mechanized coal-face loading rose from 68 to 
83 per cent in the five-year period. It was reported that the fitting 
of remote control devices to various types of equipment permitted 
the release of 54,000 workers for work elsewhere. Integrated mecha- 
nization was introduced at 542 coal faces with a resulting 150 to 
200 per cent increase in labour productivity. 


Peninsula in Kazakstan, produced 11.3 million tons. 
Both of these regions started production within the last 
five or six years. Among other new oilfields, that of the 
Komi ASSR in the northern part of the European USSR 
is also being developed fast in view of its less remote 
situation, and the quality of the oil. In Byelorussia, the 
geographical location of which is extremely favourable, 
oil output rose 53 per cent to 4.2 million tons. 


Present plans provide for western Siberia to deliver 
between 100 and 120 million tons of oil by 1975. The cost 
of a ton of Tyumen oil is reported to be at present 3.65 
roubles, below the average for the country as a whole. 
However, transport costs are high and there are problems 
of labour recruitment in harsh climatic conditions, where 
housing and services are still inadequate. In the current 
year, total output of crude oil is to rise by 5.1 per cent, 
reaching a level of 371 million tons—of which about 12 per 
cent will come from this region. 


The output of natural gas reached some 198 billion п, 
about 9 per cent higher than the 1969 level. The Five-year 
Plan foresaw an output of some 230 billion паз as against 
127.7 billion m? produced in 1965. As in the case of oil, 
the share of western Siberia in total output is now rising 
steeply. Extraction in this region reached a level of 
approximately 10 billion m* in 1970 and is scheduled to 
rise to some 70 billion m* by 1975.49 Development of the 
huge pipeline system (an estimated 5,000 km) is difficult 
because nearly half of it must be laid in the perma-frost 
zone. The 1971 Plan provides for a total of 211 billion паз 
of natural gas output, representing a relatively moderate 
increase of 5.5 per cent. 


After a steady decline over a number of years, the rate 
of growth of the metallurgy industry increased from 4 to 
6 per cent. Production of ferrous and non-ferrous metals 
rose at about an equal rate. Output of pig-iron reached 


48 For more detail, see the Economic Survey of Europe in 1968, 
p. 121, and the Economic Survey of Europe in 1969, part II, р. 14. 

4 Gas reserves in the Tyumen region are estimated at some 
1,200 billion т? —one of the world’s largest sources of supply. 

50 According to data on changes in output in enterprises under 
Ministries of ferrous and non-ferrous metallurgy, respectively. 
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Average annual growth rate 


1961-1965 1966-1969 1966-1970 planned 
Total engineering and metal-working ........-- 12.4 12.0 9.9-11.2 
Enginéering ) 22 Vn ee ere) es on eich > 12.9 12.4 
Woicecre analy o o 1 6 do to oo oo 8 oo 6 11.4 9.0 
Hlectrical:equipmentauean eee ВЕ 13.7 10.1 
Metal-cutting.and tools .....-...:#.4+.:+:-. 12.9 10,1 
Instrumentstia kin oa eee me 16.2 17.4 ty 
Automationiequipmich tm iris). iieasmmn nie 12.1 14.2 11.5-12.1 
Mining and metallurgicalequipment ....... 9.2 6.8 
Chemical, compression and refrigeration equipment . 16.1 10.9 
Equipment for the chemicals and petro-chemical 
INdUStEY aes Ie ae Meee Pees 11.4 4.7 15.2-16.6 
Equipment for the lumber, pulp and paper industry . 11.6 16.8 
Equipment for the light and food industries. . . . . 10.1 8.8 У: 
Textiles. machinery с Geet ое ee 11.4 6.8 12.3-13.8 
Equipment for the food industry ........ 6.1 10.3 7.0-8.7 
Носипотасрлегу ве meme rn mest 15:1 8.2 
Construction, construction materials and road 
buildingsmachineky оо бо acer iin ween ПЕ 11.8 
ВКашоач едите Ее. 8.9 7.4 
Motor-yehicles and раз... 16.2 12.5 
Tractors and agricultural machines ........ 13.3 8.8 a 
Agniculturalimachineryaue ео Fie 13.9 5.7 11.6 
Metal'products а, edit Canon nS. 8.3 11.6 
Metalliciassemblies 2.55.) aaes орон ее 7.6 10.3 
Верат SHOPS ey es cans gle Se ese eee eas 11.3 9.2 


85.9 million tons, crude steel 116 million tons and rolled 
products 92.4 million tons, all of these figures being lower 
than the Five-year Plan targets.*! The lag was partly due 
to the hard 1969 winter which hampered production and 
caused additional delays in putting new capacity into 
operation. It is stressed, however, that existing inadequa- 
cies are more of a qualitative than of a quantitative nature. 


The present schedule calls for a moderate expansion 
of ferrous metallurgy output, with the accent on improve- 
ment of quality and greater variety as a means of alleviat- 
ing shortages of certain products. Output of crude steel 
is to rise in the current year to a level of 120 million tons 
and of finished rolled products to a level of 83.5 million 
tons, representing a 3.4 and a 3.6 per cent increase over 
1970. 


A characteristic feature of development of non-ferrous 
metallurgy in recent years has been a relatively fast growth 
of labour productivity. The increase in output per man 
during the last five years was 42 per cent. In 1970 a 6 per 
cent growth of output was accompanied by an 8 per cent 
increase in labour productivity. The 1971 Plan provides 
for an increase in total production of 6 per cent, with a 
6 per cent rise in aluminium, a 7 per cent rise in copper 
and a 12 per cent rise in zinc. 


Output of the engineering and metal-working industry 
increased by 11 per cent in 1970, instead of the planned 


51 The target figures were 94-97, 124 and 95-99 million tons 
respectively. 


9.2 per cent, for the fifth consecutive year, considerably 
overfulfilling the global production targets. For the whole 
period 1965-1970, output grew by 74 per cent, against 
60 to 70 per cent planned. This large overfulfilment_ of 
the plan partly reflects shifts in the production structure 
towards higher valued and more modern types of goods. 
The pattern of expansion of the various sections in the 
years 1965-1969, compared with 1960-1965, can be seen 
from the text-table above. 


There were few changes in 1970 in the growth rates of 
the various sub-branches. The only notable feature was 
that the growth of output of enterprises under the Ministry 
for instrument-making, means of automation and control 
systems increased for the fifth consecutive year (see text- 
table below). Among individual products there were 
significant increases in the production of passenger-cars 
(17 per cent), railway freight wagons (16 per cent) and 
looms (14 per cent). There was a 2 per cent decrease 
in the production of metallurgical equipment (in terms 
of weight), partly as a result of a shift in the product mix. 
Production of metal-cutting and pressing machines, out- 
put of which expanded only slightly in recent years, is also 
undergoing important structural changes—output of 
many obsolete. types being discontinued. In 1970, 
916,000 motor-vehicles were produced, of which 525,000 
trucks, 344,000 passenger-cars and 47,000 buses. 


52 Tn terms of value, the output of machine tools rose by 7 per 
cent and of pressing machines by 6 per cent, 
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Output by engineering Ministries 
(Index numbers, preceding year = 100) 


1966 1967 1968 1969 1970 
Heavy industry, power and transport, machine-building 108 109 106 107 106 
Construction, road-building and civil engineering . . . . . 112 111 111 111 110 
Chemicals and petroleum machine-building. ......., 110 111 112 110 108 
Metal-cutting and toolindustry. ............ 110 111 111 109 109 
Motorevehicielindistry ia s.41- 2) ls oan. 114 113 111 110 110 
Tractor and farm machine-building ........... 110 109 107 108 108 
Machine-building for light industry, food industry and 
household appliances. he bw) dis mw comes ao 115 114 109 111 110 
Electrical equipment industry. ............. 110 109 110 109 108 
Instrument-making, means of automation and control systems 116 117 118 119 121 


et I ee A ee ee eee 


The 1971 Plan provides for an increase in total engi- 
neering output of 10.2 per cent with emphasis on struc- 
tural improvements and on strengthening the mechanical 
base of agriculture. Production of equipment for mecha- 
nization of work in stock-breeding is to rise by 22 per cent. 
Output of trucks is to reach 560 thousand units, special 
attention being paid to the development of production of 
highly mobile vehicles. Output of passenger-cars will reach 
513 thousand units or almost 50 per cent above the 1970 
level, this being made possible by the start of operations 
at the new Volzhsk works which are to produce 160 
thousand units. The total motor-vehicle output will exceed 
the 1 million level. The tool industry will raise production 
by 9 per cent, output of machine tools with programming 
control expanding by more than 50 per cent. Instrument- 
making and computer output is to increase by 13 per cent, 
of which computer output by 20 per cent. 


With a slight acceleration, the chemicals and petro- 
chemical industry was the fastest growing industry in 
1970. The 12 per cent growth rate was not, however, 
sufficient to reduce the lag which had developed in the 
implementation of the five-year programme. Between 1965 
and 1970, the industry had expanded by 78 per cent as 
against a target of some 100 per cent. Delays in the 
commissioning of new capacity as well as difficulties in 
assimilation of new processes leading to under-utilization 
of capacity, were held to be mainly responsible for the 
lag. A related factor has been a lag in the development of 
basic chemicals which has led to bottlenecks and to a 
less than optimum utilization of capacity. 


The pattern of expansion of the various sections between 
1966 and 1969, compared with 1961-1965, is shown in 
the following text-table: 


Average annual growth rate, per cent 


1961-1965 1966-1969 

Chemicals and petro-chemical total . . 14.3 12.3 
Pe@hemicals@aeganys « Ss ные 15.2 13.7 
Extraction of chemical minerals 16.1 8.8 
Basic chemical products .... .- 16.5 14.0 
Ghemicalhibresie.woms. <6) 4) Gre 20.9 14.0 
Plastics andresins ....... 17.9 11.6 
Paints and lacquers .....-: - 7.0 11.6 
SypUnetCidvessne cs pn 9.9 10.5 
Pharmaceuticals. ее. - 15.6 12.4 
Petro-chemicalS. Shoes « 4 kav) ot: 12.7 9.2 
Products of basic organic synthesis я a 


Asbestos and rubber 


at opr РИС 


The Plan for 1971 provides for a relatively modest, 8.7 
per cent, expansion of this branch. Production of mineral 
fertilizers will reach 61.3 million tons, plastics and resins 
1.8 million tons and synthetic fibres 672 million tons. This 
is an increase of 10.6 per cent, 7.7 per cent and 7.9 per 
cent, respectively, over the preceding year. The corre- 
sponding increases in 1970 were 20.7, 15.1 and 6.7 per cent. 


The timber, woodwork and paper industry increased 
its annual growth rate, from 4 to 7 per cent. To a certain 
extent this was the result of special measures undertaken 
to improve performance, following a decision adopted in 
1969. The 6 per cent increase in the output of timber was 
especially significant. Paper output increased more moder- 
ately (3 per cent), the main cause being delays in con- 
struction and bringing new plant into operation. Produc- 
tion of furniture continued to expand rapidly with a 
growth of 9 per cent. 


For the last Five-year Plan period, the timber, wood- 
work and paper industry had the slowest annual growth 
rate (5.5 per cent) among the major branches. Output of 
timber rose by some 7 per cent, of pulp some 50 per cent 
and paper some 30 per cent above 1965. The plan direc- 
tives had provided for an increase in pulp output of at 
least 160 per cent and of paper output of 55 per cent. 
Output of furniture, however, reached the upper plan 
margin with an increase of 56 per cent over the 1965 
level. 


The 1971 Plan calls for better utilization of timber 
inputs and for a rise in production of cellulose by 5.7 per 
cent, of paper by 4.2 per cent and of furniture by 8 per cent. 


The building materials industry in 1970 doubled its 
growth rate in comparison with 1969 (9 per cent compared 
with 4.5 per cent). This put the annual average rate of 
growth for the period 1966-1970 at 8 per cent. The 
expansion of output outstripped the growth of construc- 
tion and assembly works (7.2 per cent), but there have 
been complaints of shortcomings in meeting demand. 


As has been mentioned, output of consumer goods by 
predominantly producer-goods industries, continued to 
grow at a rapid pace. In 1970 production rose by 13 per 
cent and, on average for 1966-1970, by 14 per cent against 
9.4 per cent in the preceding quinquennium. Never- 
theless, this was, apparently, less than planned. A compar- 
ison of 1970 actual production with the Five-year Plan 
figures for some major items is given below: 
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Actual Planned 
Passenger-cars (thousand) ...... 344 700-800 
Radios (million) teeta 7.8 7.5-7.8 
Television sets (million) ...... 6.7 7.5-7.7 
Refrigerators (million) ....... 4.1 5.3-5.6 
Motor-cycles (thousand) ...... 843 ca. 1,050 
Furniture (billion roubles) ...... 2.8 2.6-2.8 


In 1970, a major growth element was the 17 per cent 
increase in output of passenger-cars. The expansion of 
output of electric appliances was generally low; output 
of refrigerators rose by 12 per cent and radios by 8 per 
cent, but production of television sets, washing machines, 
motor-cycles and bicycles rose no more than 2 per cent. 
Complaints of shortages were heard and Ministries and 
enterprises which did not set up enterprises or divisions 
to specialize in their output were criticized. At the last 
session of the Supreme Soviet, managers were called upon 
to make better use of reserves in order to raise output of 
these goods, as well as of products of the light and food- 
processing industries. 


The 1971 Plan provides for an increase in production 
of “cultural and amenity goods” to a level of 15 billion 
roubles, or by 10 per cent more than in 1970. Hollow-ware 
output will rise by 12 per cent, refrigerators by 11 per cent, 
watches by 9 per cent and radio sets by 13 per cent. 


Although the rate of growth of light industry fell 
somewhat in the last two years (with a growth rate of 
6-7 per cent) the average for the five-year period was 8.4 
per cent. The 50 per cent increase in the five-year period 
compares favourably not only with the 13 per cent 
attained in the preceding five years, but also with the 
planned 40 per cent. The increase in the growth rate is 
due to a number of related factors, among which are the 
faster expansion of supplies of synthetic raw materials 
and the improvement in quality and the variety of goods, 
The significant increas: in sales in the rural areas was due 
to the large increase in peasants’ incomes. 


Of the various sub-branches, the greatest acceleration 
occurred in the ready-made clothing industry, output of 
which rose by 78 per cent in the five-year period, as 
compared with only 8 per cent in the period 1961-1965. 
This industry now accounts for some 29 per cent of the 
total gross output of light industry, with an output of 
15.9 billion roubles (in current prices). Output of the 
leather, fur and footwear industry rose by some 42 per 
cent and that of the textiles industry by some 36 per cent, 
the comparable figures in the preceding quinquennium 
being 20 and 15 per cent respectively. Within the textiles 
industry, knitted goods—with an output growth of some 
85 per cent—was the fastest growing section. Output of 
textile fabrics rose some 18 per cent to a total of 8.8 
million m?, against 9.5-9.8 million п? envisaged in the 
plan directives. Output of leather footwear rose by 39.1 
per cent to 676 million pairs, against a planned 610-630 
million pairs. 


In 1970, output of ready-made clothing rose by 10 per 
cent and that of knitted outer-wear by 14 per cent; silk 
and silk-type fabrics rose by 12 per cent. There were 
smaller increases for shoes (6 per cent), woollen and linen 
fabrics (4-5 per cent); the output of cotton fabrics declined 


by 0.9 per cent. The 1971 Plan envisages a 6.8 per cent 
growth in the output of the light industry. Output of all 
fabrics is to reach 9.5 million m? which is as much as 
7.5 per cent above the 1970 figure. Output of leather 
footwear will be 708 million pairs, 4.7 per cent more than 
in the past year. 


The increase in the rate of expansion of the food- 
processing industry in 1970 (from 4 to 7 per cent) was 
mainly due to a better performance of the meat and dairy 
products section, output of which had practically stag- 
nated in 1969.53 In the five-year period, the output of the 
food-processing industry expanded by 33 per cent against 
a planned 40 per cent. The pattern of expansion of the 
various sections in the years 1965-1969—compared with 
the years 1960-1965—can be seen from the following 
figures: 


Average annual growth rate, per cent 


1960-1965 1965-1969 
Food-processing, total. ....... 1.3 5.6 
Sugary, 60) oe ee ees eee 9.7 —1.6 
Мери ею 5.4 7.1 
ЕВА И: ОСН 10.3 6.5 
Папуа Se вЫ, 8.0 5:7 
ОН ть 9.2 1.9 
Ploursmilling ae. a | eee 4.1 6.2 
Bakery paiva, vote ke). Rae ae 57 2.4 
Confectionery в о eee 7.6 7.8 
Мое и 3.5 2.6 
Fruit-and vegetables .....-. - 6.8 4.2 
Spirits Sa, о ae ee eee 5:2 6.0 
Ме а 13.9 9.6 
TOBACCO’. Sat. в: сое 7.0 6.5 


The 1971 Plan calls for a 5.4 per cent increase in output 
of the food-processing industry. 


Data for the Byelorussian SSR and the Ukrainian SSR 
indicate an increase in the rate of expansion in the former 
and also, slightly in the latter. Both Republics have 
substantially exceeded their plan targets for industrial 
production in 1970 (table 11). The Byelorussian SSR 
continued to expand industrial production at a signi- 
ficantly higher rate than the average for the whole country, 
producer-goods output increasing at a faster rate than that 
of consumer goods. High growth rates have been main- 
tained in the fuel industry, mainly due to the fast devel- 
opment of oil extraction (as mentioned previously); in the 
chemicals industry, which is expanding at double the rate 
for the whole USSR; in power generation which also 
accelerated its growth rate; and in engineering and metal- 
working. 

The rate of industrial expansion in the Ukrainian SSR 
was the same as in the Soviet Union as a whole, with a 
fairly stable growth rate of 8 per cent a year (except 1967 
when it was 10 per cent). Output of consumer goods grew 
faster than that of producer goods over the entire five-year 
plan period. The growth rates of light industry and of 
cultural and amenity goods in 1970 were slightly less than 
in 1969, but were nevertheless faster than the average 
rates for the Soviet Union, Output growth in the fuel, 


58 Processing of livestock products accounts for some 40 per cent 
of the global output of the food-processing industry. 
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metallurgical and chemical industries® increased at faster 
rates than in the Soviet Union as a whole. In engineering, 
where some sub-branches also play an important role in 
All-Union production, high growth rates, though declining 
slightly in 1970, were also typical for the whole quin- 
quennium. 

(b) East European countries 


The spread in the growth rates of industrial production 
among the east European countries was relatively small 
in 1970, between 6.4 and 11.8 per cent. Romania had the 
highest growth rate, followed by Bulgaria and Poland, the 
latter still slightly above the average for the group. 
Somewhat lower rates were recorded in Czechoslovakia, 

Hungary and, notably, in Albania, where the base is still 
very small. However, only in the German Democratic 
Republic has growth been significantly below the average 
for the group. 

Industrial growth was faster in 1970 than in the pre- 
ceding year in Czechoslovakia, Hungary and Romania; 
in Hungary and also in Czechoslovakia growth was 
substantially faster. In the other countries, the rhythm of 
expansion slowed—slightly in Bulgaria and Poland and 
somewhat more so in the German Democratic Republic. 
In Albania, there was a marked deceleration in the rhythm 
of expansion. In practically all countries the growth rate 
was higher than planned. The only exception was the 
German Democratic Republic where output remained far 
below target. 


Seasonally adjusted indices of global industrial production 
in eastern Europe 


(Average of 1965 = 100) 


Quarters 
Country 
I II Ш IV 

Czechoslovakia 

О зао Е 123 122 127 130 

у fs, ее. 128 138 136 139 
German Democratic Republic 

Lie a ee an 127 128 131 130 

LUM fae St Was 133 140 135 137 
Hungary 

UCI мя 124 123 128 128 

OMe ам Foe is 130 133 136 139 
Poland 

969s geist seace.@ ia « 134 136 140 142 

(CHD дл 29 oe И 144 149 151 153 
Котата 

E969 Mase en Be ts 149 154 158 162 

SO Orn cee Belts ee tate 169 172 177 180 


Sources: National statistics; and United Nations, ECE, Statistical Indicators 
of Short-term Economic Changes in ECE Countries. 


_ Quarterly production indices (seasonally adjusted), 
which are available for five countries indicate that 
production was rising steadily throughout the year in 
Hungary, Poland and Romania (see text-table above). 
However, in Czechoslovakia and, particularly, in the 
German Democratic Republic growth was less smooth. In 


54 The Ukrainian SSR accounts for roughly one-third of the out- 
put of coal and gas, about one-half of pig-iron and 40 per cent of 
steel and rolled products. 


Czechoslovakia, production declined in the first and in 
the third quarter. In the German Democratic Republic it 
increased only in the first half of the year. There was a 
sharp decline in the third quarter and only a partial 
recovery in the fourth. 


The 7.7 per cent increase in industrial production in 
Albania was much less than the 11 per cent achieved in 
1969. Percentage increases in output in 1970 compared 
with 1969 for some major industrial products are reported 
to have been as follows: 


Crude petroleum ....=...; 14 
РОО ce ая beak 23 
о ее а 5 
(ЛЕ 0 поно 9 
GOpPer Ore eg caw eases a 
GOpper Wilke seca yew nee et 8 
Machinery and spare parts. . . 16 
Phosphate fertilizer... ... 12 
О У у оон 14 
И ee tala ПГ в 5 
Техасе Tey пре а ae 9 
БА осы ла 8 


Presenting these results to the People’s Assembly on 
18 January, the Chairman of the State Planning Com- 
mission, Mr. Abdyl Kollezi, stated that “although the 
plan targets for industry were on the whole attained 
satisfactorily, the desired range and pattern of output was 
not realized, mainly for subjective reasons”. Products for 
which targets for the level and composition of output 
were not reached were nitrogenous fertilizers, sawn wood, 
building marble (slabs), canned fish, calcined soda, edible 
and industrial oils. Failure to reach the desired pattern 
of output for clothing, shoes and furniture—with resultant 
shortages of some items—was a feature of the year’s 
industrial development singled out for special mention. 


Although growth was relatively modest in 1970, the 
average rate of growth of Albanian industrial production 
over the whole period 1966-1970 was the highest in the 
area. It accounted for an average of 12.9 per cent compared 
with 8.1 per cent originally planned and 6.8 per cent 
registered in the preceding five years. While only scattered 
information is available on the growth of the various 
branches, it would appear that higher than average 
growth occurred in electric power, machinery and spare 
parts and chemicals, all of which started from an extremely 
low base. Light industry expanded at a rate close to the 
average while the food-processing industry was much 
below the average rate. 

The same rate of increase of industrial output is planned 
for 1971 as for 1970, namely, 7.5 per cent, with producer- 
goods output rising nearly twice as fast as that of consumer 
goods (9.4 per cent and 5.1 per cent respectively). The 
following targets have been set for major products 
(percentage increase) : 


Crude petroleum ....... 11 
COSTES rise ones ere pies ees 11 
Blectric power 2. 3. a es в 12 
Machinery and spare parts. . . 20 
Building materials ...... 13 
Семен поесть 30 
Cotton textiles . . 1 6s sa 7 
Cannéd'fisil с везет. 26 
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Electricity generation will rise faster than industrial 
output as part of the continuing effort to modernize 
industrial techniques and the completion in 1970—ahead 
of schedule—of the rural electrification programme. In 
other lines of production, gains in output are expected 
from additions to capacity—e.g. the commissioning of the 
plastics plant at Durres, a glass and ceramics factory in 
Kavaja and a copper smelter at Spac. 


Developments in Bulgarian industry in 1970 continued 
the trend which began in 1968 and which may mark the 
beginning of a new development pattern. The basic 
feature of this new pattern is a somewhat slower rate of 
output combined, however, with a more favourable rela- 
tionship between employment and productivity growth. 
Thus, in 1968 the growth rate of industrial production fell 
off perceptibly ; this was accompanied by a sharp decline in 
the growth rate of employment. On the other hand, the rate 
of expansion of labour productivity—having risen sharply 
in 1967—increased even more. In 1968, it accounted for as 
much as 87 per cent of the growth of output, an unprece- 
dented proportion in the post-war development. 


A slower growth of output, combined with a favourable 
relationship between employment and productivity in- 
creases, remained an essential feature of the development 
in the following two years. By historical standards, both 
the 9.9 per cent increase of industrial production in 1969 
and the 9.3 per cent increase in 1970 were rather modest. 
Conversely, although the rate of expansion of employment 
was somewhat faster than in 1968, it still remained in 
both these years the next to lowest recorded. The pro- 
portion of output growth due to the growth of labour 
productivity—some 75 per cent in both years—was among 
the highest recorded. 


While a shift of this nature may have been expected in 
the light of long-term trends, there were important short- 
run factors which account for the abruptness of the change, 


An essential element of the slowdown in the expansion 
of industrial production was the unsatisfactory perform- 
ance of agriculture; a partly interrelated factor was the 
mounting strain on the balance of payments. The direct 
effect of the decline in agricultural production which took 
place in 1968, and of the inadequate recovery during the 
following years, was to slow down the growth of the food- 
processing industry. But the indirect effect was much 
greater. In an effort to sustain the expansion of food 
exports, the growth of food supplies to the internal market 
had to be curtailed to a greater extent than would be 
indicated by the fall in the growth of production. This, 
together with the need to curtail imports of machinery 
and raw materials, dictated a more restrictive policy with 
regard to employment and investment expansion. 


The effect of the fall in the growth of investment was 
mainly on the engineering industry; output of construc- 
tion materials was affected to a much lesser extent. As can 
be seen from table 12, from 1968 to 1970 the expansion of 
the engineering and metalwork industry was 12 to 13 per 
cent per year, compared with as much as 20 per cent in 
the years 1966 and 1967. The growth rate of the clothing 


55 This industry still accounts for 25 per cent of total industrial 
production. 


and leather/footwear industry also underwent a sharp 
decline, particularly in 1969 and 1970, reflecting a slower 
growth of money incomes especially for those of the 
rural population. 

Few important shifts occurred in the branch pattern of 
expansion in 1970. Among the more pronounced changes 
was a speed-up in the growth rate of the metallurgy®® and 
the construction materials industry, and a slackening in 
the expansion of the wood and wood-processing industry 
and the leather/footwear industry. The fuel and chemicals 
industries continued to expand at an extremely fast rate 
(21.1 per cent in both cases). Expansion of oil processing 
and the operation of new capacity in basic chemicals, 
rubber and chemical fibres®’ largely accounted for the 
fast growth. 

Output of the engineering and metal-work industry 
rose by 12.4 per cent,®® production of a number of 
important export items having risen more. Output of 
domestic refrigerators rose by 12.8 per cent and television 
sets by 10.6 per cent. Aggregate output of light industry 
(textiles, clothing and leather/footwear) rose by 4.7 per 
cent and of the food-processing industry by 4.1 per cent 
(6.5 per cent and 5.5 per cent in 1969). Growth was slower 
for canned vegetables and fruit and also for tobacco 
products; output of industrial meat declined by 3.5 per 
cent following a decline of 2.9 per cent in 1969. 


Altogether, industrial production expanded between 
1966 and 1970 at an average rate of 11.1 per cent, roughly 
as planned but less than in the preceding quinquennium. 
Bulgaria was the only country in the area where employ- 
ment rose less than planned. The expansion of labour 
productivity, although significantly faster than planned, 
was somewhat slower than in the previous plan period, 
reflecting the very poor performance in 1966. The period 
was marked by a considerable improvement in the rela- 
tionship between net and gross output growth. The fuel, 
ferrous metallurgy and chemicals industries developed 
especially fast. Relatively fast also, was the expansion of 
light industry; but the growth of the food-processing 
industry was slower than in any previous plan period. 

Some increase in the growth of industrial production 
can be expected in the current year, the plan providing 
for a 10 per cent growth rate. The relationship between 


58 Changes in output of major products were as follows: 


Preceding year = 100 
1969 1970 


Pig-iron sy =, ое 102.3 105.4 
Rawisteel io eee 103.7 118.8 
Rolled products . PETES 118.2 
Coppers" oe 103.0 110.5 
Lead pay ce.auis. ott ee 96.4 102.7 
У У к 102.7 96.0 


The relatively slow increase in pig-iron production was said to be 
due to an insufficient supply of coke. 


57 Output of chemical fibres rose by 120 per cent, of automobile 
tyres by 68.7 per cent, nitric acid by 26.3 per cent and plastics and 
resins by 21.1 per cent. The production capacity of chemical fibres 
was reported to have reached a total of 94 thousand tons of which 
50 thousand tons was synthetic fibres. By 1975 the proportion of 
synthetic materials in total raw material consumption by the textiles 
industry is to rise to 28.5 per cent. 


** Output of motor-trucks rose by 60.8 per cent, electronic 
calculators by 53.4 per cent, motor pumps by 20.3 per cent, railroad 
freight cars by 13.1 per cent, electric telephers by 12.5 per cent and 
electric trucks by 12 per cent. 
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r НЫ en 1967 1968 1969 1971 1971 Plan 
Total industrial deliveries? . . . . . 100.0 6.7 5.4 6.4 8.1 
of which: 
Intermediate Ченуетен ear 64.0 6.6 4.8 4.9 8.8 
Final deliveries... ..... 36.0 6.8 6.5 8.9 701 567) 
of which: 
Consumer market. ....... 16.1 5.8 8.7 8.7 55 5.0 
О ра ор Se 3.9 2.1 6.8 14.4 0.1 2.3 
РО и. 12.6 . 10.1 3.4 7.8 11.6 10.2 
ее соо Че ЗОНЕ ТЕ Ао ee 


в Plan-fulfilment report, 1970. 


employment and productivity growth is not, essentially, 
to change. Special attention is to be paid to improvement 
of technological processes and the automation of pro- 
duction, as well as to the stepping-up of the: process of 
concentration. The growth rate of the engineering and 
metal-work industry is to increase to 17 per cent and 
ferrous metallurgy to 24.6 per cent. Output of the oil- 
processing industry is to continue to expand at a high rate. 


In Czechoslovakia, gross industrial production rose by 
7.7 per cent in 1970, the increase being entirely due to 
higher labour productivity. According to preliminary 
estimates, industrial sales rose slightly more than pro- 
duction. Total deliveries rose by 8.1 per cent, of which 
deliveries for intermediate consumption increased by 8.8 
per cent. Deliveries to final outlets (investment, consump- 
tion and export) rose by 7.0 per cent, thus reversing the 
tendency of the preceding two years when they rose at a 
significantly higher rate than production. As in the 
previous year, a high level of export demand was an 
important element in the growth of production. The rate 
of growth of export deliveries increased from 7.8 to 11.6 
per cent, while the growth of deliveries to the consumer 
market decreased from 8.7 to 5.5 per cent. Investment 
deliveries remained stationary after having risen by 14.4 
per cent in 1969—as can be seen from the text-table above. 


The growth of new capacity was speeded up and this 
contributed to the increase in the industrial growth rate. 
Also, a rise in imports of certain materials in short supply 
was an important factor. On the other hand, electric 
energy and fuel supply remained tight. 


For the second time in the present quinquennium, the 
growth of consumer-goods output exceeded the growth 
of producer-goods output.*! Output of consumer goods 
expanded by 8.0 per cent and producer goods by 7.5 per 
cent, compared with 3.7 per cent and 6.0 per cent in 1969. 
Only scanty information is available about developments 
_ in the individual branches, but it would appear that the 
increase in the growth rate of producer-goods output was 
due mainly to faster growth in the ferrous metallurgy, 


5® Processing of crude oil is to reach 7,700 thousand tons—an 
increase of 1,680 thousand tons over the 1970 figure. 

во Output per man-hour rose less than 7.7 per cent as the number 
of working hours was reported to have risen some 3 per cent. 


в1 A similar growth relationship prevailed in 1968. 


engineering and construction materials industries. The 
considerable rise in the growth of consumer-goods output 
reflected a better performance for all sections, but, 
apparently, mostly for the food-processing industry. 


Output of electric energy increased by 5.1 per cent 
(3.9 per cent in 1969) and, although availabilities rose by 
7.7 per cent, supply had to be regulated.® Fuel output rose 
by 2.0 per cent in terms of calorific content, total avail- 
abilities rising by 3.3 per cent. Some improvement in the 
supply situation is to be expected in 1971 in connexion 
with a planned rise in imports, as is shown by the following 
figures: 


Million tons, standard fuel equivalent 


1969 1970 1971 Plan 
Total’supply о ees 85.1 87.9 92.0 
Опрос ще 63.7 65.0 65.7 
Прога sustain Sal ле 21.4 22.9 26.3 


Output of pig iron rose Бу 7.7 per cent and of steel by 
6.5 per cent in 1970 against 1.3 per cent and 2.4 per cent 
in 1969. The growth of engineering output increased from 
6.8 to 9 per cent, output of agricultural machinery 
(excluding tractors) rising by 27.2 per cent. Output of 
passenger-cars rose by 7.9 per cent with exports expanding, 
apparently at a faster rate. Production in the chemicals 
industry rose by 10 per cent, with above-average increases 
in mineral fertilizers, chemical fibres, plastics and resins, 
and rubber tyres. Output in the textiles and clothing 
industries increased by 8 per cent, against some 4.5 per 
cent in 1969; the acceleration was apparently greater in 
the textiles industry. Production in the food-processing 
industry rose by 5 per cent in the first nine months of the 
year. Output of industrial meat rose by 6.9 per cent; it 
had declined in 1969 by 4.4 per cent. 


Between 1966 and 1970, industrial production expanded 
in Czechoslovakia at an average annual rate of 6.5 per 
cent, considerably in excess of both the relatively moderate 
growth attained in the preceding quinquennium as well 


62 Estimated according to available data for production and 
imports as follows, in billion kWh: 


1969 1970 

Total supply. БОН 01505 45.7 49.2 
Production ...... 43.0 45.2 
Imports’) aie 2: 4.0 
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Annual percentage change 


Productivit 
Industrial Ministry 1965-1970 oh ee 1970 Output ‘у 
дя Actual Plan 1971 Plan 

[shige об a 5 oo o @ 8 6 & © 0 3.2 29 4.0 2.8 7.0 5.8 5.6 

Mining, metallurgy and potash industry . . 6.3 al, 8.0 6.2 4.7 5.6 5.9 

Свена industry sane een on ens 8.0 7.8 8.4 8.3 123 ТЕ, 5.6 

Electro-technical industry and electronics . 9.6 8.6 11.4 11.0 Sa 10.7 6.9 

Heavy engineering and complete installations 4.4 4.7 6.9 5.0 8.2 6.0 3.5 
cessing machinery and transport equip- 

gine i hee eee 4 Pern aes - : ь я 8.2 9.3 10.4 6.7 9.5 7.9 6.9 

Е ИИА у зоо ооо 5.4 4.1 6.2 5.6 6.4 5.4 Sai 
Locally administered industry and food 

PIOCESSING сем Gt Gre ле ше 5 5.9 6.6 6.8 5 6.0 


В НЕЕ 


Sources: Plans and plan-fulfilment reports. 


as the five-year plan target. Although no data for 1970 are 
available, it is certain that the growth of net output 
accelerated more than the growth of gross output. The 
growth rate of employment fell to an average of 1 per 
cent per year. This change was more than offset by a 
faster growth of output per man. Although chemicals 
remained the fastest growing branch, its lead over the 
engineering industry was greatly reduced, the latter having 
accelerated significantly its growth rate. Czechoslovakia 
was the only country in the area where the food industry 
exceeded its five-year plan target. 


The Plan for 1971 envisages a slowing down in the 
industrial growth rate to 6.5 per cent. Final industrial 
deliveries are to rise, apparently at a higher rate, indi- 
cating a planned improvement in the delivery structure. 
The deceleration in the growth of industrial output is 
associated with a planned decline in the growth rate of 
the engineering and the textile and clothing industries. 


In the German Democratic Republic the rate of growth 
of “commodity production” in 1970 (6.4 per cent) was 
somewhat lower than in 1969, but was significantly below 
the plan target of 8.4 per cent. Serious difficulties were 
experienced in the fuel and energy sector, and in most 
branches plan ‘arrears were recorded. The structural 
policy measures in recent years, emphasizing speciali- 
zation, concentration and conversion of productive enter- 
prises, together with the very taut plan targets seem to 
have created disturbances in the system of deliveries for 
intermediate consumption; shortcomings of this kind 
were reported to have been particularly noticeable in 
1970.88 


Developments by branches are shown by the data on 
changes in the output of centrally administered industry 


8 The plan-fulfilment report stresses that “it was not always 
possible to secure proportional development between various 
branches and sectors”. As industries mainly involved in production 
for intermediary consumption received less attention, the rapidly 
increasing demand of certain final producers could not be entirely 
satisfied; complaints were made about arrears in contractual 
deliveries of important items, such as ball bearings, electric engines, 
fittings, industrial gears, pumps, castings and plastic products. 


(text-table above). In comparison with 1969, the 1970 
growth rates were lower in all Ministries, except those of 
the chemicals and electro-technical industries. 


The severe fuel and energy shortage in the German 
Democratic Republic is partly a reflection of its natural 
resources. The only fuel resources of national significance 
are the lignite fields. About 85 per cent of the country’s 
electric energy is produced with lignite. However, lignite 
mining is highly dependent on climatic conditions which 
explains the difficulties of the last two years and puts 
heavy demands on the transport system, another weak 
link in the German Democratic Republic economy. ‘To 
some extent, the prevailing fuel shortage is probably due 
to over-optimistic expectations of supplies. Thus, many 
lignite pits were closed prematurely; output declined from 
257 million tons in 1964 to 242 million tons in 1967, 
increased slowly in 1968 and returned to 255 million tons 
in 1969. In the first nine months of 1970, output was some 
3 per cent higher than in the same period of the preceding 
year. 


Over the years, investment in power capacity has been 
insufficient for supply to match the rising demand of a 
rapidly expanding economy, where mechanization and 
automation of production processes constitute a major 
objective. The demand of the household sector has also 
been growing rapidly. The German Democratic Republic 
has only one atomic power station; a second is planned to 
start operation in 1975. 


Another reason for the deficient fuel situation is the 
very high specific energy consumption both in the power 
works themselves and in industry at large; for the pro- 
duction of a series of nationally important commodities, 
energy requirements are considerably higher than in 
industrialized western countries.*4 


Various measures have been proposed to improve the 
situation. An increase in the price of electric energy of 6 


“In 1968, energy production per inhabitant in the German 
Democratic Republic amounted to 3,701 kWh compared with 
3,248 kWh in the Federal Republic of Germany. 
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Annual percentage change 


Percentage 
of total in 1969 


1968 


Total industrial deliveries 100.0 
of which: 
Intermediate deliveries 52.9 
Final deliveries... .... . 47.1 
of which: 
Consumer market ..... 22.9 
Investments. ¢.aew a2 ces « 4.1 
ЧАИ EMA ee cel 20.1 


per cent has been introduced to encourage a fall in 
specific energy consumption by some 5 per cent per year. 
Investments in the fuel and energy sector are to be 
~ creased: the 1971 Plan provides for an increase of 20 
per cent over 1970 compared with 3 per cent for industry 
as a whole. Expected increases in supplies of various fuels 
are: electricity, 7.6 per cent; gas, 36 per cent; and fuel 
oil, 12 per cent. 


Over the past five years, industrial production rose in 
the German Democratic Republic at a relatively steady 
average rate of 6.5 per cent a year. This was slightly 
faster than in the preceding five-year period although 
barely within the limits of the plan. A notable development 
has been the higher growth rate of industrial employment 
especially in the last two years. For the period as a whole, 
the growth of employment rose from zero to an average 
0.7 per cent—not much lower than in Czechoslovakia, the 
second most industrially developed country in the area. 
On the other hand, the growth of labour productivity fell 
and was significantly below target. 


According to the 1971 Plan, the pace of industrial 
development will slow down; commodity production is 
planned to expand by 5.4 per cent. Except for energy and 
fuel, all plan targets for the centrally-administered 
branches of industry are slightly below the actual 1970 
growth rates. Neither does it seem that any striking 
productivity increases are expected in the current year, 
except in the locally-administered industries and food 
processing. 


After a period of reorientation connected with changes 
in the management system, Hungarian industry accel- 
erated its rate of expansion in 1970. Gross industrial 
production rose by 7.4 per cent, whereas net output rose 
about 8.5 per cent (3.0 and 5.8 per cent in 1969). Gross 
output per man, which remained practically unchanged 
in the last two years rose by 6.8 per cent, the growth rate 
of the industrial labour force falling from some 3 to 4 
per cent a year between 1967 and 1969, to only 0.6 per 
cent in 1970. The improvement in employment and labour 
productivity, is especially important in Hungary, since it 
was in this area where the effectiveness of the new eco- 
nomic regulators had yet to be tested.® 


85 From the beginning of 1970 the payroll tax on enterprises was 
increased for newly hired personnel. This appears to have had a 
restrictive effect on employment growth. 


9 4 4 8 
10 6 0 6 
8 1.8 9 10 
8 4.4 7 13 
8 —3.4 11 6 
7 0.2 11 "4 


Another favourable development was the continuation 
of the tendency, already strongly in evidence in the 
preceding year, for final deliveries (i.e. deliveries for 
consumption, investment and export) to rise at a faster 
rate than intermediate deliveries (i.e. deliveries for current 
productive use). As can be seen from the text-table 
above, the former rose by 10 per cent and the latter by 
6 per cent in 1970. Deliveries to the consumer market rose 
by 13 per cent, for investment 6 per cent and for export 
7 per cent. Total industrial deliveries rose at about the 
same rate as production. 


The increase in the rate of industrial growth reflected 
an improvement over 1969 in all branches, except elec- 
tricity and food processing. Electricity output rose 3.3 
per cent and, with higher imports and lower exports, 
supply increased by some 8 per cent, the same as in 1969. 
Output of coal increased 5 per cent, oil 11 per cent 
(imports 16 per cent) and natural gas 7 рег ceat. The 
chemicals industry increased its rate of expansion from 7 
to 15 per cent, output of nitrogenous fertilizers rising 17 
per cent and synthetic fabrics 39 per cent. The engineering 
industry increased its rate of growth from 4 to 8 per cent. 
Output of precision and electronic engineering rose 20 
per cent, and output of buses—a major export item—rose 
25 per cent. Deliveries of engineering products to the 
consumer market rose by 28 per cent, for investment 10 
per cent and for export 6 per cent.® The clothing and 
leather and shoe industries staged a rather dramatic 
recovery from a decline in 1969. As mentioned these 
industries suffered from previous mis-timing of orders by 
trade organizations (SURVEY for 1969, part II). Taken 
together, output of the light industries ®’ rose by 8 per 
cent against a 2 per cent decline in 1969. Deliveries to the 
consumer market rose 23 per cent, export deliveries 
declining slightly. The food-processing industry increased 
production by 3 per cent, in spite of a large fall in some 
agricultural supplies. Deliveries to the consumer market 
rose 7 per cent and for export 5 per cent. 


The annual growth of Hungarian industrial production 
between 1966 and 1970 was 6.2 per cent, which was as 
planned, but significantly lower than the relatively high 


66 Data for 10 months. 
7 In addition to the textiles, clothing and leather/footwear, the 
Hungarian classification also includes the wood and paper industries. 
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rate of the preceding quinquennium. Net output expanded 
at a rate of 7.6 per cent which exceeded the growth of 
gross output and was equal to the growth rate between 
1961 and 1965. 


The period was characterized by a relatively fast and 
above planned growth of employment and a corres- 
pondingly slow rise of labour productivity. These rela- 
tionships were mostly the product of developments in 
1968 and 1969, when the growth rate of output fell sharply 
without any slow down in the growth of employment. 
Among the important changes in the branch pattern of 
growth was a considerable fall in the growth of the fuel 
and textiles industries, the chemicals industry remained 
the fastest growing branch, its lead over the engineering 
industry being widened somewhat. 


After the second year under the new economic regu- 
lators, the Hungarian authorities are confident that the 
current year will mark a further improvement of indus- 
trial performance, particularly through rising efficiency 
and greater harmony between production and require- 
ments. With this in mind, the 1971 Plan was designed to 
provide for a relatively small increase in industrial gross 
output of 6 per cent. The chemicals industry will once 
again expand most (9 per cent), relatively fast growth 
also being foreseen in electricity, engineering and building 
materials. Trade inventories having been replenished, the 
expansion of the light industries will be slower than in 
the past year. A relatively slow rate of growth is also 
expected in the food-processing industry because of the 
agricultural setbacks in 1970. 


In Poland gross industrial production increased by 
8.3 per cent in 1970 as compared with 8.9 per cent in 1969. 
Output per man increased by 6.5 per cent, the highest 
annual increase in the 1966-1970 period. Moreover, 
although the expansion of producer-goods output was 
faster than that of consumer goods, the difference was 
less than in previous years. 


Elsewhere structural improvements were less noticeable. 
Net industrial production rose by about 7 per cent 
(8.4 per cent in 1969), implying an even wider gap between 
net and gross output. Total sales were reported to have 
increased by 6.6 per cent (at purchase prices) implying a 
further large increase in stock.*® And, more important, a 
comparison of the production figures for the various 
branches, with corresponding uses, indicates that final 
deliveries may well have risen less than total deliveries.®® 


88 According to the Five-year Plan, the growth of industrial stocks 
was to be slightly lower than production. Actually, the growth 
rate of the former appeared to have exceeded the latter for each 
year except 1968. 


we Input-output tables for 1962 and 1967 make it possible to 
compare the distribution of industrial availabilities among various 
uses in the two years. The data are as follows: 


Percentage of industrial availabilities 
(gross output plus imports) 


1962 1967 
Intermediate consumption. . . 51.9 54.6 
Individual consumption. ... 27.1 ОЗ, 
Socialconsumption ..... 3.5 3.6 
Fixedinvestment. ...... 6.3 6.8 
Stockiformation о... 3.4 2.9 
EXpOrtet sich а 9.6 10.1 


Source: Polityka, 23 January 1971, р. 5. 


The decline in the industrial growth rate was concen- 
trated on the producer-goods sector where output 
expanded by 8.6 per cent compared with 10.5 per cent in 
1969. The growth of consumer-goods output increased 
from 6.9 to 7.4 per cent. Among the predominantly 
producer-goods branches, only the energy, engineering 
and chemicals industries gave a weaker performance than 
in 1969. Among the predominantly consumer-goods 
branches, textiles output rose at a slightly faster rate; but 
the clothing, leather/footwear and food-processing indus- 
tries grew less than in 1969. A shift in the composition of 
output of predominantly producer-goods branches has 
accounted for the faster growth of consumer goods.” 


Output of electricity rose by 7.3 per cent, generating 
capacity rising by 8.0 per cent. The fuel industry continued 
to expand production at a fast rate. Coal output rose by 
4.2 per cent, domestic deliveries and exports both increas- 
ing by 6.6 per cent (exports rising to 32.8 million tons). 
Natural gas output rose by 32 per cent, to 5.2 billion m’%, 
and the processing of crude oil by 9.1 per cent, to 7.5 mil- 
Поп {1015.7 The growth of metallurgy increased slightly. 
Output of steel rose by 4.4 per cent and of electrolytic 
copper by 31.9 per cent (to 72.2 thousand tons). 


Output in the engineering and metal-work industry 
increased by 12.1 per cent against 14.3 per cent in 1969. 
Final deliveries rose at a lower rate than production and 
significantly less than in 1969. The increase in deliveries 
to the consumer market (4.4 per cent) 72 was low, although 
production apparently rose much more.”* Output of 
passenger-cars rose by 35.3 per cent to 67.9 thousand 
units 4 (24.3 per cent in 1969). The chemicals industry 


70 The following figures illustrate the importance of consumer 
goods in the output of the various branches: 


Share of consumer goods in total output 


(per cent) 
1965 1969 
Industry total. me mas ме 37.0 33.9 
of which: 
Engineering and metal-working. . 14.1 12.8 
Chemicals au2) с о 24.6 23.5 
ВОБбе ETA tise. м, Е 20.7 28.2 
И РО 57.6 56.8 
China andearthenware ..... 39.7 36.5 
Wood * 0 eas "Ss Ree 37.1 40.6 
Paper nr. ое рые аа соо 39.4 41.4 
Pextiles lin ем 56.0 Sia. 
Clothing оо 98.3 98.5 
Leather footwear. ©... 6. 77.6 76.0 
Food processing ое 91.4 91.9 
Printing an оо 98.2 98.6 
Оке ое 28.4 27.8 


Source: Zycie Gospodarcze, Мо. 3, 1971. 


п Of which, some 7 million tons were imported. The volume of 
processed oil at the Plock Petro-chemical and Refinery Plant reached 
5.5 million tons. It is to rise to 12 million tons in 1975. 

7? The figure refers to deliveries by enterprises under the Ministry 
of Heavy Industry and the Ministry of Machine Building. In 1969, 
the corresponding figure was 7.1 per cent. 

_ 3 It was reported that output of consumer goods by the engineer- 
ing and chemicals industries rose by as much as 19 per cent. 

*¢ Of which, 29 thousand of “Fiat 125”, 25 thousand of “Syrena” 
and 14 thousand of “Warszawa”. In 1971, 90 thousand passenger- 
cars are to be produced. Beginning in 1973, the production of 
“Warszawa” cars is to be abandoned while output of “Fiat 125” 
is to reach 110 thousand units. The “Syrena” is eventually to be 
replaced by a new small car (600-900 плз) output of which should 
reach a figure of some 150 thousand units in 1976-1980, Export 
of passenger-cars rose in 1970 by 50.1 per cent to 23.6 thousand 


units, mostly “Fiat 125”, which in future will be produced mainly 
for export. 
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increased production by 11.9 per cent (12.8 per cent in 
1969), deliveries to the consumer market rising by 12.1 
per cent. Output of sulphuric acid rose by 26.5 per cent, 
chemical fertilizers by 10.8 per cent, chemical fibres by 
5.8 per cent—of which synthetic by 14.7 per cent and 


plastics and resins by 12.1 per cent. In aggregaté, output in 


the light industries increased by 6.6 per cent (8.0 per cent 
in 1969); deliveries apparently rose much less reflecting, 
among other things, imbalances between the structure of 
supply and of demand.” Output in the food-processing 
industry increased by 1.6 per cent, its performance being 
affected by a low level of supplies of some agricultural 
products, a decline in some imported raw materials and 
—in some areas (tobacco and spirits)—by lower 
demand. Output of industrial meat declined by 3.7 per 
cent, but the sea fish catch was higher by 17.3 per cent. 


The annual growth of gross industrial output between 
1966 and 1970 was 8.3 per cent, close to the rate of the 
comparable preceding period and greater than the 
planned 7.6 per cent. However, the growth of net output 
(7.9 per cent) was lower than the 8.5 per cent envisaged 
in the Five-year Plan and less than the rate between 1961 
and 1965. The growth of employment was higher than 
provided for in the Plan. On the other hand, the growth 
of labour productivity fell and was slightly below the 
target rate. The period was characterized by relatively 
fast growth in some basic material producing branches 
and sections, especially in non-ferrous metallurgy and the 
extraction of chemical minerals. The chemicals industry 
was in the van of industrial expansion with a growth rate 
slightly exceeding that of engineering. On the other hand, 
the growth of the light and, particularly, of the food- 
processing industry, was relatively slow, the latter rate 
being the lowest in the area. 


According to the 1971 Plan, net industrial output is to 
rise 8.0 per cent and industrial sales 6.8 per cent.” Empha- 
sis is being given to raising the supply of consumer goods 
and to over-all structural improvement. 


In Romania, industrial production rose by 12 per cent 
in spite of the dislocation and damage caused by floods 
and other calamities. A high level of investment cemple- 
tions contributed to this performance, as did the special 
effort to raise exports of industrial manufactures as a 
substitute for falling agricultural exports. Labour pro- 
ductivity rose by 8.8 per cent, as planned; employment 
increased by 2.8 per cent (5.4 per cent in 1969), in contrast 
to the increase in the rate of growth in the four preceding 
years. 

The higher industrial growth rate was concentrated on 
the producer-goods sector, where output rose some 13 per 
cent (10.6 per cent in 1969). The growth rate of consumer- 
goods output was about 8 per cent (10.1 per cent in 1969). 


75 The raw material supply to these industries appears to have 
improved, imports of cotton having risen some 9 per cent, of Lege 
3.8 per cent, and of raw leather 20.4 per cent. These imports ha 
declined in 1969. ner ак 

78 Origi lightly modified in the version submi { 
ah of The 1971 Plan has omitted any mention 
of gross output as a synthetic indicator of industrial Eee 
this is a departure from previous methodology. Instead, branc 
targets are given in terms of sales. 


The upswing in producer goods was mainly due to faster 
growth of fuels, ferrous metallurgy and chemicals indus- 
tries. In consumer goods, a slow-down in the food- 
processing industry was only partly offset by a faster 
growth of light industry. 


Electricity output rose by 11.4 per cent in 1970, which 
may indicate that the fall in the growth rate which 
occurred in 1968 represented an important change in 
trend.” As in 1969, the growth of capacity was somewhat 
faster than production (13.5 per cent) and supplies now 
appear adequate to provide an export surplus. The accel- 
eration in the growth rate of the fuel industry from 4.2 to 
8.1 per cent mainly reflected a rise in the rate of expansion 
of coal output (from 13 to 19 per cent) which is now 
beginning to play an important role in fuel supply.” The 
growth of gas output declined but output of crude oil 
rose slightly (it did not change in the two preceding 
years). An important element in the growth of the fuel 
industry was, apparently, the expansion of oil refining for 
which data are not available.®° The higher growth rate of 
ferrous metallurgy was mainly due to faster expansion of 
the — somewhat lagging — rolled products section.* Out- 
put of non-ferrous metallurgy rose by 7.8 per cent (about 
the same as in 1969), the rate of expansion of aluminium 
output declining from 17.5 to 13.0 per cent. In the 
engineering and metal-working industry, where the 
growth rate remained stable at 16 per cent, the fastest 
growth was in the transport section. Output of diesel and 
electric locomotives rose by 23.8 per cent and passenger- 
cars by 28.3 per cent (to 24.5 thousand units). Production 
of tractors (second only to Poland among the east Euro- 
pean countries) rose by 17.6 per cent to 29.3 thousand 
units. Output of television sets increased by 37.7 per cent 
in 1969 and by a further 26.6 per cent in 1970. The accel- 
eration of the growth rate of the chemicals industry from 
20.0 to 25.7 per cent, reflected a faster growth of chemical 
fibres, resins and plastics, among others.®* The output of 
light industry rose by some 12 per cent,** compared with 
10 per cent in 1969. After four years of continual decline, 


77 Between 1960 and 1967 the average annual growth rate of 
electricity output was 18.2 per cent. In the last three years, it was 
12.1 per cent and the 1971 Plan foresees a growth of 11 per cent. 

78 Tn the last five years, the average annual increase in coal output 
was 13.6 per cent. Imports of hard coal have been declining since 
1967, but these have never played an important role in the total 
of coal supplies. 

79 Imports of crude oil amounted to 761 thousand tons in 1968 
when they first began. In 1969, they were 1,364 thousand tons. 

89 In 1969, the volume of oil processing increased 6 per cent. 

81 The following changes in output were reported: 


1969 1970 


Actual Plan Actual 
Рой, с мене 16.2 21 20.9 
ew steel th recat aes 16.6 18 17.6 
Rolled products ....... 12.5 19 18.0 


82 Plans and output increases of some major products were as 


follows (per cent): 
1969 1970 


Actual Actual _— Planned 
Chemicals and synthetic fibres . 5.4 35.8 27.3 
Resins and plastic ...... 5.6 50.2 62.5 
Chemical fertilizers. ..... 19.4 24.3 32.5 
Syntheticrubber. ...... 2.2 10.9 8.6 
уе р ети 17.3 14.4 13.7 


88 Estimate based on figures for nine months. 
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the growth rate of the food-processing industry was 
3.8 рег cent..Output of meat and milk rose (2.0 and 8.3 per 
cent respectively), but there were declines in the output of 
sugar (12.1 per cent) and vegetable oils (5.8 per cent). 
Production of butter remained at the level of 1969. 


Between 1965 and 1970, Romanian industry expanded 
production at an annual average rate of 11.8 per cent, 
comfortably exceeding its plan targets. Although the 
second highest in the area, growth was nonetheless slower 
than in the preceding quinquennium, with the change in 
net output roughly corresponding to that in gross output. 
The expansion of employment slowed down significantly, 
whereas the growth of labour productivity increased, both 
in accordance with the plan. Changes in the branch pat- 
tern of expansion included a more than proportional 
decline in the growth rate of the fuel, chemicals, building 
materials and wood industries, and an acceleration in the 
growth of the light industry. 


The Plan for 1971 provides for a growth rate of indus- 
trial production of 9 per cent, producer-goods output 
rising by 9.2 per cent, and consumer-goods by 8.5 per cent. 
The need to reduce imports and the expected fall in the 
rate of investment completions are factors behind the 
relatively moderate target. A large decline is envisaged in 
the growth rate of the chemicals industry and, to a lesser 
extent, the engineering and metal-working industry. 
Light industry is to raise production by 8.8 per cent and 
the food-processing industry by 7.8 per cent, a significant 
growth rate being expected in all sections. 


The 1971-1975 Plans 


At the time of writing this report, more ог less final 
versions of plans for 1971 to 1975 have been published 
in two countries—the Soviet Union and Hungary. 


According to the Soviet plan, gross industrial pro- 
duction is to increase by 42-46 per cent between 1970 and 


Planned increase (per cent), 1975 over 1970 


Output Output per man 
Electricity eens ое iene: avd 40 
Fuel extraction and processing .... . ae ae 
Coalsextractionucs mis aus ee о we 40 
ОЕ А НО ен 40 
Gasextraction@n «6 a) c)e se 2 ale oe 30 
О Боло cy oe Seen ase 50 ae 
Ferrous metallurgy оно BS 30 
Non-ferrous metallurgy ........ 40 40 
Engineeringme. ба а Зея cate cu 70 50-80 
Chemicals and petro-chemicals . . . . . 70 st 
Са 70 
Retro-chemicalsmar a во вБооноа nC 50 
Construction materials ........ 40 35 
Wood and wood processing ...... 5% 35 
Cellulosetand papetaew р scene Cee bs 45 
Tight iadustrys een во ро ee 30-40 34 
СЗУ о о обо оао 33-35 30-33 


1975 compared with 50 рег cent between 1965 and 1970. 
A notable feature of the plan is the faster growth of con- 
sumer-goods output (44—48 per cent) than of producer 
goods (41-45 per cent).*4 Industrial output per man is to 
increase by 36-40 per cent, a relatively high rate, the 
implied increase in employment being some 4—5 per cent. 


Planned increases in output and output per man by 
individual branches are shown in the text-table above. 


While volume targets are not available for all branches, 
it would appear that practically all of the predominantly 
producer-goods branches are to expand at a somewhat 
lower rate than in the preceding quinquennium. A 
possible exception is the fuel and the metallurgical 
industries, where output will probably grow at about the 
same rate as before. In the consumer-goods sector, the 
growth of the food-processing industry is to accelerate, 
while the growth of the light industry will slow down. 
The increase in the output of durables and household 
goods, planned at 80 per cent, will also be less than in the 
preceding five years. 


Output of electricity (in kWh) is to rise 39 to 45 per cent, 
which represents 4 somewhat slower growth rate than in 
the period 1966 to 1970 (table 17). A total of 65 to 67 mil- 
lion kW of new generating capacity is to be put into 
operation 85 and important steps are to be taken for the 
creation of a unified power 2114.38 In the fuel industry, 
coal output is to rise slightly faster, crude oil somewhat 
slower and natural gas at about the same rate as in the 
past quinquennium.®’ Coal output 1$ to expand 10 to 11 
per cent with the share of open-cast’ mining reaching 
30 per cent. Output of crude oil is to increase 36 to 
42 per cent, and natural gas 50 to 60 per cent. Output of oil 
refining is to rise 50 per cent reflecting an impovement 
in the product mix. The expansion of output of the main 


81 In the period 1965 to 1970, consumer-goods output rose 48 per 
cent and producer-goods, output 51 per cent. 


85 Of which 6 to 8 million kW in atomic power stations. 


8° During the next five years, the power systems of the middle- 
eastern sectors of the Soviet Union are to be unified and linked 
with the central system. The Siberian system is also to be connected 
after reconstruction of the main transmission lines. In 1970, the 
central grid included 53 power systems of the European part of 
the USSR. Their total capacity was over 100 million kW and they 
generated 67 per cent of the country’s electricity output. 


87 As can be seen from the following estimates, the growth of 
total fuel output in terms of calorific content will not undergo any 
significant change. 


In standard fuel equivalent 


к 4 1970 1975 
1965% 1970 1975¢ 1965 1970 

Total 966.6 1,245 1,625 129 131 
Oil 346.4 505 202 146 1394 
Gas. 149.8 236 365 157 1554 
Coal 412.5 451 499 109 111а 

Peat 17.0 17 23 100 137 

Othere 40.9 36 36 88 
® Reported. 


> Estimated on the basis of the 1969 figures and the reported 1970 i i 
production of the various fuel categories, except for ay and other fhe at 
level of which was assumed to have remained unchanged, 

© Estimated on the basis of the 1970 figures and planned increase f 1 
except for “other’’, output of which was assumed to remain at the 1970 al 

4 Middle of range. 

© Oil shale and wood. 
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TABLE 17 


Soviet Union: output targets for selected individual products 


И 


In vbsolute fzures 


Average annual growth rate 


ны а Plan etek: PE: 

Electric energy (бло kWh) 507 740 1 030-1 070 7.9 6.8 
Coal (million tons)... 2... 578 624 685-695 1.6 ee 
Crude oil (million tons) . . 2... . 243 353 480-500 77 ме: 
Gas? (million LORS reek. gory: 129.4 200 300-320 9.2 ie 
Peati(million- tons) 6%. 6 ees Sw a 45.7 44.8» 0.0¢ we 
Raw steel (million tons)... . 1... 91 116 142-150 4.9 = 
Finished rolled metal (million tons) . 61.7 80.6 101-105 5.4 ey 
Plastics and synthetic resins ...... 803 1 672 3 340 15.6 ae 
Chemical fibres (thousand tons) 407 623 1 050-1 100 8.9 11.1-12.1 
Mineral fertilizers (million tons ) 31.3 55.4 90 12.1 10. 3 , 
MUDDLE mr Se re kh ee el ye, se 
Metal-cutting machine tools ...... 186 201» 230-250 1 6 ee 
iPressifig, machines . «3... ss 34.6 42.1° 60-65 41 
Tractors (thousands) ......... 355 459 575 5.2 4.6 
Motor-vehicles (thousands) ..... . 616 916 20002 100 8.3 16.9-18.0 
of which: 

Passenger-cars ge a eee ree 201 344 1 200-1 300 11.3 28.5-30.6 

а ое а 380 525 

г... 36 47 | ыы и iN 
Cellulose (million tons) ........ 5:23 4.61» 36 11.2 
Cardboard (million tons) ....... 1.45 2.24» ый 9.0¢ 12.5 
Raper (million tons). 6 5 ae a 3.23 4.20 5.50 5.4 >5.4 
Furniture (billion roubles)... .... 1.8 2.8 4.5 9.3 9.9 
Cement (million юпз)......... 72.4 95.2 122-127 5:7 5.1-5.9 
Woven fabrics (тИЙоп т?) ...... 7 498 8 800 1 050-1 100 32 3.64.6 
Leather footwear (million pairs) 486 676 800-830 6.8 3.4-4.2 
IMIEALIOPHVINOM ЗО еее... 5.25 7.10 9.94—10.15 6.2 7.0-7.4 
Milk products (million tons) ...... 11.7 19.5 25.2 10.8 5:2 
pulgar (mullion 1019) :...-... 11.04 10.20 13.67 —1.6 6.0 

Sources: Statistical yearbooks; and Jzvestia, 14 February 1971. ъ 1969. 

© 1965-1969. 


а Including manufactured. 


products of ferrous metallurgy has been set at: 22.4 to 
29.3 per cent for steel and 25.3 to 30.3 per cent for 
finished rolled metal, the upper plan margins touching 
or exceeding the growth rates of the previous quin- 
quennium. 


In non-ferrous metallurgy, the plan provides for a 
40 per cent increase in production with a rise in aluminium 
output of 50 per cent and of copper 35 to 40 per cent. 
Production in the chemicals and petro-chemicals branch 
is to rise by 70 per cent. Output of chemical and artificial 
fibres is to rise faster, whereas that of plastic and syn- 
_ thetic resins and that of mineral fertilizers is to rise more 

‘slowly than in the preceding Five-year Plan period.® 
The output of household chemicals is to increase 90 per 
cent. Production in the engineering and metal-working 
industry is also planned to rise by 70 per cent. Apart from 


88 By 1975, the share of synthetic fibres in total chemical and 
synthetic fibres is to rise from about 25 to 38-40 per cent, and the 
share of thermo-plastics in total synthetic resins and plastics to 
| 40 to 43 per cent. An improvement is also foreseen in the composi- 
— tion of chemical fertilizers, with a rise in the proportion of complex 
concentrates and phosphoric fertilizers. 


the continued emphasis on computers and automation, an 
important task of this branch is to strengthen the techno- 
logical base of agriculture. This includes the development 
of tractors and machinery adapted for use in difficult 
terrain, and a steep increase in the output of equipment for 
mechanized livestock breeding. The following planned 
volume increases are known (percentage increase over 
1970): 

Agricultural machinery ... . 67 

Electronic computer technology. 140 

Consumer goods ....... 120 


Output of motor-vehicles is to increase 120 to 130 per cent, 
of which passenger-cars 250 to 280 per cent. Output of 
light industry is to rise 30 to 40 per cent, with an increase 
in knitted goods output of 50 per cent and of ready-made 
clothing of 40 per cent, The planned 33 to 35 per cent 
increase in the output of the food-processing industry 
includes a rise in the output of meat of 40 to 43 per cent, 
of milk products 29 per cent, sugar 34 per cent and fish 
products 47 per cent. The plan provides for a considerable 
widening of the capacity of the food-processing industry, 
especially in the processing of livestock products, 


108 


According to the Hungarian Plan, gross industrial 
production in 1975 will exceed the 1970 level by 32 to 
34 per cent, net industrial output rising by some 40 per 
cent. About 75 to 80 per cent of the output increase should 
arise from the growth of labour productivity. Few quan- 
titative details on branch output are available. The highest 
rate of production growth is expected to take place in the 
chemicals and the building materials industries, but above- 
average growth rates are also expected in the power and 
aluminium industries and in some branches of light 
industry. The engineering and metal-working branch is 
to raise production at about an average rate, while 
growth in mining, ferrous metallurgy and the food 
industry will be below average. 
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The Plan provides for the modernization of energy and 
fuel production and utilization. The growth of coal out- 
put is to slow down, while imports of oil and natural gas 
are to accelerate. By 1975 the proportion of hydro- 
carbons in total fuel consumption is to increase from the 
present 38.5 per cent to 53 to 55 per cent. Output of 
bauxite is to reach 3 million tons, of alumina 780 thousand 
tons, and of aluminium ingots 80 thousand tons. Output 
of plastics is to double in the five-year period and output 
of fertilizers is to increase by 80 per cent. Cement pro- 
duction is to rise from the present annual figure of 2.8 mil- 
lion tons to 5 million tons. Large-scale modernization in 
the textiles and clothing industries is planned. 


3. INVESTMENT 


(i) Current and five-year review 


The growth of fixed investment last year varied greatly 
between individual countries. It increased by 9 per cent in 
the Soviet Union and Romania, and 14-15 per cent in 
Hungary; these were faster rates than in 1969 and above 
or close to, the average rates of the Five-year Plan for 

1966-1970. The increase in 1970 was around 5-7 рег cent 
in the German Democratic Republic, Czechoslovakia 
and Poland, where expansion slowed down last year and 
fell behind the five-year average. Investment in Bulgaria 
did not increase in 1970, for the second consecutive year 
(see table 18). 


Investment nowhere fell short of the annual plans for 
1970, except in the German Democratic Republic where 
it proved impossible to reach the high level of investment 
that was planned. The actual increase of investment in the 
other countries reached and mostly surpassed the planned 
levels. This was the case even in those countries where the 
objective was a limitation of investment; Bulgaria planned 
a 2.5 per cent reduction in 1970, but in fact it was main- 
tained at the level of 1969. Poland planned a considerable 
slowing down in the rate of increase of investment—from 
8.7 per cent to 2.5 per cent—but the actual increase was 


TABLE 18 


Growth of fixed investment and national income 


Annual cumulative 
rate of change 


Percentage change over previous year 


Actual Plan Actual Plan 
1966-1970 1966 1967 1968 1969 1970 1970 1971 

Bulgaria 

Firxed investment >... .... 10 10-12 20 24 9 1 — —2.5 3 
INationalincome ....... « 8.2 8.5 11.1 9.0 6.4 7.9 7 9 9 
Czechoslovakia 

уже investment ... .. ....: 8.3 5.6 9.6 2.8 10.4 13.1 6.1 Ds) 3.9 
iwational income . <= .-.7 . . « 6.8 4.1-4.4 9.2 Sh 8.4 6.5 5 5:2 5.2 
German Democratic Republic 

Fixed investment ........ 9.7 8.0-8.7 Tks 9.2 10.3 13.0 7.0 11.0 —1.5 
RNationalincome 4.6 ..- » = 5.2 cas5:5 4.9 5.4 53 5 522, 6.3 4.9 
Нипгагу 

Fixed investment ........ 10.4 5.4 9 22 1 7) 14-15 6 7 са. 8 
PNatmOnalINCOMEGss уже. 6.8 3.5-3.9 8.4 8.7 5.0 7.2 5 5-6 7 
Poland 

Fixed investment ........ 8.5 6.7 8.6 11.4 8.7 8.7 5.2 75) CanG 
МаНопа! шсоте........ 6.0 6.0 Thi 5.7 9.0 2.9 6.0 5.8 5.8 
Romania : Pr 
Fixed investment ........ 10.5 10.3 9.7 16.8 11.4 6.0 9.34 

National income’ « ..2..... Tal 7.0 10.0 188) 6.8 7.9 6.6 12 са. 13 
Soviet Union 5 a т 
‘Fixed investment ........ 7.3 7.4 7.6 8.2 8.3 3.5 5 

Манова income: =< eo. 7.6 6.6-7.1 8.1 8.6 8.3 4.8 8.5¢ 6.0¢ 6.1¢ 
Byelorussian SSR 

Fixedinvestment....:.. ¢. 12.9 13 12.7 15.6 10.8 11.4 14 8.5 11.7 
WNationalincome ........- 9.3 9.8 10 10.9 9.0 6.0 8 8 
Ukrainian SSR 

Fixed investment ........ 6.2 8.5 7.8 es) 7.9 Dal Е 55 : р 
INational income 6°. 9... 5. . 6.8 7.0 5 7.6 8.8 6.5 a : 


В ЕЕ ее 
ee Е НИ ВЕН ЕН 


Sources: Statistical yearbooks, plans and plan-fulfilment reports. 
Note.— Refers to total fixed investment and produced national income— 
_ unless otherwise indicated. 


® Centralized State investment increased by 11.2 per cent. 
> Centralized State investment. 
© Distributed national income. 
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TABLE 19 
Output and foreign trade of investment goods industries 
(Annual percentage rates of change) 
a eee 

Cumulati 1970 

19661970 1966 1967 1968 1969 
Bulgaria 
Output of construction industry .... 12.7 18 18 11 4 13 
Output of construction-materials industry 11.1 Ngee PET! 10.6 6.7 8.6 
Output of engineering industry ..... Se" 21.1 19.2 PAS) 13.2 12.4 
Exports of machinery and equipment . . igs 14.1 9 14.7 14.5 
Imports of machinery and equipment . . 8.28 35.6 10.6 3.8 —10.4 
Czechoslovakia 
Output of construction industry .... Mao) 9.2 6.8 Ted 6.6 7.5 
Output of construction-materials industry 6.6 Hel. 8.2 5.6 3.4 8.15 
Output of engineering industry ..... 9.0 10.5 11.2 7.6 6.8 9.0 
Exports of machinery and equipment . 6.79 4.7 2.1 6.4 14.0 
Imports of machinery and equipment . . 7.1 10.8 —7.4 17.5 9.0 
German Democratic Republic 
Output of construction industry : 7.9 5.9 9.5 9.7 10.7 4.0° 
Output of construction-materials industry 5.4 5.0 4.3 6.1 1.8 10.0 
Output of engineering industry ..... 7.9 T&S) 7.8 7.6 8.9 i 
Exports of machinery and equipment . 8.0 14.7 12.2 
Imports of machinery and equipment . . 55 14.1 23.9 
Hungary 
Output of construction industry .... 10.2 11 15 7 9 9 
Output of construction-materials industry 4.2 10 11.3 1.4 —5 5 
Output of engineering industry ..... 1a 8 9.8 1S 4 8 
Exports of machinery and equipment . . 7.1 —4 aH 15 й 14 
Imports of machinery and equipment . . 10.9 2) 31 —14 8 40 
Poland 
Output of construction industry? . .. . 7.9 8.3 10.9 10.2 5.9 4.5 
Output of construction-materials industry 7.0 6.9 7.8 33 4.4 6.5¢ 
Output of engineering industry .... . 12.9 9.6 165 14.8 14.3 12.1 
Exports of machinery and equipment . . 12.5 4.6 13.6 15.9 16.4 10.9 
Imports of machinery and equipment . . 11.5 14.1 11.8 4.8 ES} 11.7 
Romania 
Output of construction industry : 10.3 10 18 12 3.5 8.4 
Output of construction-materials industry 12.1 9 13.8 Lid 11.6 8.6 
Output of engineering industry ..... 15.9 14.0 16.7 17.3 15.4 16.1 
Exports of machinery and equipment . . 14.74 0.9 28.7 18.3 12.9 
Imports of machinery and equipment . . 16.32 18.5 pyle —0.4 2:5 
Soviet Union 
Output of construction industry : 7.4 AeA 8.5 7.8 2.0 11 
Output of construction-materials industry 8.2 9.8 9.5 8 4.5 9 
Output of engineering industry ..... 11.8 12.3 11.9 12.0 12.9 11 
Exports of machinery and equipment . 12.64 12.5 10.7 12.8 т 
Imports of machinery and equipment . . 9.5 —4.7 13.8 18.9 11.5 


Sources: Statistical yearbooks, plans and plan-fulfilment reports. 

Моте.— Exports and imports of machinery and equipment at current prices. 
а 1966-1969. 

> Only first nine months. 


5.2 per cent. In Czechoslovakia, the plan was for a slowing- 
down from 13.1 per cent to 2.5 per cent, but a 6.1 per cent 
increase was achieved. The planned rapid expansion of 
investment was accomplished in Romania and in the 
Soviet Union and was exceeded by a wide margin in 
Hungary. 


с State construction enterprises. 
4 State and co-operative sector. 
© Including glass and china industry. 


The investment ratio (the share of investment in national 
income) increased slightly last year in Czechoslovakia, 
the German Democratic Republic and the Soviet Union, 
and declined slightly in Poland. It rose considerably in 
Romania and in Hungary. In Bulgaria an unchanged 
level of fixed investment combined with a sizable increase 
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in the national income resulted in a further, probably 
temporary, reduction in the investment ratio. 


The five-year investment plans for 1966-1970 were ful- 
filled in all countries in terms of outlays; indeed the level 
of investment in 1970 was in most countries higher than 
foreseen in the original versions of the five-year plans. 
The rate of increase in the five years was 7.3 per cent in 
the Soviet Union, more than 8 per cent in Czechoslovakia 
and Poland, and approached or exceeded 10 per cent in 
the German Democratic Republic, Bulgaria, Hungary 
and Romania. Fluctuations in the rate of expansion were, 
however, considerable in some of these countries. They 
were relatively narrow in the Soviet Union, Poland and 
the German Democratic Republic, but marked in Czecho- 
slovakia and Romania and major in Hungary and 
Bulgaria. 


Investment ratios between the first (1966) and the last 
(1970) of the five years remained constant in the Soviet 
Union, increased moderately in Bulgaria and Czecho- 
slovakia (by 1-2 per cent of national income) more 
markedly in Poland and Romania (by 3-4 per cent) and 
very substantially in the German Democratic Republic 
and Hungary (by 4-5 per cent). 


For a longer-term view, the average investment ratio 
during the whole period 1966-1970 may be compared with 
the average for the previous plan period, 1961-1965 
(see table 20). Again, the ratio remained very stable in the 
Soviet Union, but elsewhere there were increases ranging 
from 2 per cent of national income in Czechoslovakia and 
Poland between 4-6 per cent in Romania, the German 
Democratic Republic and Bulgaria. The fast rates of 
increase of investment in some countries during the past 
five years have increased the difficulties of maintaining 
a smooth expansion both of investment outlays and of 
completions. 


Domestic factors mainly determined the level of invest- 
ment activity last year in four east European countries. 
The accelerated investment expansion in the Soviet Union 
and Romania was sustained by output increases in the 
engineering and construction industries. The slowing- 
down in the expansion of construction was, however, the 
main limiting factor in Poland and the German Demo- 
cratic Republic (table 19). 


By contrast, in Bulgaria and Hungary, fluctuations of 
investment depended primarily on balance-of-payments 
considerations and their impact on trade in machinery 
and equipment. The very rapid investment expansion in 
Hungary last year involved a very fast rise in machinery 
imports as well as a substantial increase of engineering 
and construction output. The practically unchanged level 
in Bulgaria was, most probably, the consequence of the 
decline in machinery imports two years ago and, perhaps, 
of a further reduction last year. 


The reduction in the rate of investment expansion in 
Czechoslovakia, by contrast, seems to have released 
some additional domestically produced machinery for 
exports. 


The text-table below summarizes some of the factors 
behind variations in total investment activity over the 
period 1966-1970. Fluctuations in the growth of con- 
struction appear to have played a limited role. The spread 
of growth rates around the average for the whole period 
was less than one per cent in Czechoslovakia and was 
between 2-3 per cent in the other countries except 
Bulgaria and Romania where it was as high as 3-4 рег 
cent. The impact of construction activity on the expansion 
of investment was, nevertheless, important in some years: 
it had an expansionary effect in Bulgaria, Hungary and 
Romania in 1967, in the German Democratic Republic 
in 1969 and in the Soviet Union in 1970; and a dampening 


Excess or shortfall of growth of certain investment-related indicators over growth of total fixed investment (A); 
and variability (mean deviations) in their growth rates (В); 1966-1970 


Bulgaria Czechoslovakia German Democratic Republic Hungary 
(A) (B) (A) (B) (A) (В) (А) (В) 
Fixed investment. ...... .. — 8.8 — 3.2 — 1.9 — 6.0 
Construction output ....... Pah 4.3 —0.8 0.7 —1.8 2.4 —0.2 PLE 
Construction materials output. . . ea 3.0 —1.7 7 —4.3 2.1 —6.2 5.1 
Engineering output. ....... ell 3.6 0.7 в —1.8 ия —2.7 ES) 
Machinery exports ........ 3.98 0.92 —1.62 3.6% oe —3.3 4.8 
Machinery imports ....... —1.84 13.24 —1.2 7.62 6.2 1.2 173 
Poland Romania Soviet Union 
(A) (B) (A) (B) (A) (B) 
i i — — 1.5 
Fixed investment. ........ — 1) Pi) 
Construction output ....... —0.6 2.2. —0.2 3.7 ; ; : 
Construction materials output . . —1.5 es, 1.6 2.9 ete fe 
Engineering output. .......- 4.4 1.6 5.4 ae a ar 
Machinery exports .......-- 4.0 3.6 4.2 os a ии 
Machinery ппрог8........ 3.0 2.8 5.5* 16.9 oR : 


и EO 


Sources: Tables 18 and 19. : pie. ы И 
Note.— (А) is calculated by deducting from the percentages given in the firs — Г 
column of ‘able 19 the percentage relating to fixed investment in the first column 
of table 18. (B) is the mean deviation (irrespective of sign) of annual changes in 
each indicator from its cumulative growth rate (from table 19). 
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effect, mostly in combination with a weakening in output 
of construction materials, in Bulgaria, Romania and the 
Soviet Union in 1969 and in the German Democratic 
Republic and Poland in 1970. 


The expansion of domestic engineering output was 
more regular over the five years. Growth rates fluctuated 
around the average by one per cent or less in the Soviet 
Union, the German Democratic Republic and Romania, 
by less than two per cent in Czechoslovakia, Poland and 
Hungary, and by more than three per cent only in Bulgaria. 
This relative stability in the growth of domestic engineer- 
ing output and, possibly, supplies seems to have been an 
important stabilizing factor in the investment process of 
practically all of these countries. 


Fluctuations in foreign trade in machinery and equip- 
ment, by contrast, seem to have played an important part 
in several countries. The quantitative impact of foreign 
trade appears to be small in the Soviet Union, which 
imports only a small fraction of its total supplies of capital 
goods (4.5 per cent in 1966-1968) and even where the 
import share was as much as 15—20 per cent (Czecho- 
slovakia, the German Democratic Republic and Poland).*® 
Nevertheless, fluctuations in the supply of imported 
machinery was important in individual years for these 
countries. In Czechoslovakia, reduced imports in 1967 
and their rapid rise in 1968 seem to have been important 
contributory factors first to the deceleration and sub- 
sequently to the speeding up of expansion in total invest- 
ment. The extremely rapid rise of fixed investment in the 
German Democratic Republic in 1969 was aiso sustained 
by the substantial increase in the supply of imported 
machinery and equipment. 


Foreign trade, however, was an extremely powerful 
influence where imports constituted a major part of total 
machinery supplies, as in Hungary (37 per cent), Romania 


89 See tables 6 and 7 of part I, chapter 1 of this Survey and 
Statistical Pocket Book of Romania, 1970, pp. 246-247. 


(35 per cent) and Bulgaria (55 per cent). In these countries, 
during the past five years, much of the fluctuation in total 
investment appears to be a direct consequence of violent 
fluctuations in their machinery and equipment imports 
(which in turn depend on developments in their internal 
and external equilibrium). The rapid investment expansion 
in Bulgaria in 1966 and 1967 was sustained primarily by 
imported machinery, while the subsequent stagnation in 
1968-1970 was closely related to a slowing down, and 
later a fall, in imports. Fixed investments and machinery 
imports also moved together in Hungary. Stagnation of 
investments in 1968 was associated with a fall in machin- 
ery imports while their increase was the most dynamic 
factor in the upswing of investments in both 1967 and 
1970. Investment expansion in Romania — although of a 
more regular pattern—was also greatly influenced first 
by a rapid expansion and subsequently by a continuing 
stagnation of machinery imports. 


The effects of overstrained or irregular investment 
expansion, in conjunction with the inherent difficulties of 
co-ordinating requirements and supplies in the complex 
process of investment planning, increasingly showed them- 
selves in falling rates of investment completions and the 
consequent increase in the stock of uncompleted invest- 
ments. More recently, therefore, higher priority has 
frequently been given to the completion of investments 
than to the fast expansion of total investment outlays. 


In the Soviet Union, which is among the countries where 
fixed investment is expanding most regularly, the rate of 
growth of fixed investment in the last five years was 
slightly less than the rate of growth of completed invest- 
ment. The wide discrepancy between investment outlays 
and completions which appeared in 1968 was redressed 
in the course of 1969 and 1970 by a series of measures 
which included a deliberate reduction of the annual 
investment target for 1969, a reduction of starts on major 
projects, a concentration of resources on the completion 
of investments and, from 1 January 1970, a reorgani- 


Completion of investments in the Soviet Union 


Average 
1966-1970 1966 1967 1968 1969 1970 

Annual growth rates 
Fixed investment outlays ...... 7.3 7.6 8.2 8.3 3.5 9 
Additions to: 

хе сара $ О salina: 7.6 UP 8.8 2.9 8.4 11 

И бо ровобе Al 3 — 71 —-2 =P) 
Percentage of fixed investment 
Additions to: 

iixedicapitallstockaem in mrt 91.0 91.4 91.9 87.3 91.6 92.5 

М ОВ о 5 6 on oe 6 9.0 8.6 8.1 12.7 8.4 Ths) 
Index numbers (fixed capital stock at 

end-1965 = 100) 
Cumulative additions to fixed capital 

stock: 

О ЧБ обобовс — 107 115 123 13 * 

Without deduction for scrappings . — 109 119 130 ie ee 


Sources: Statistical yearbooks and plan-fulfilment reports. 
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zation of the construction industry and its management 
system. The results were favourable, Completed invest- 
ments increased fast in 1969 and both total and completed 
investment gathered strong momentum in 1970, The share 


of completions in total investment increased considerably 
in both years.” 


The pace of investment expansion in the Byelorussian 
SSR was much faster than in the total USSR, and slightly 
slower in the Ukrainian SSR; in both Republics the 
annual growth of investment was less stable than in the 
Soviet Union as a whole. 


In Bulgaria, efforts to check the expansion of investment 
' date back to 1968 and 1969 when, after an extraordinary 
increase in investment outlays in the first two years of the 
Five-year Plan, the stock of uncompleted investments had 
increased disproportionately. The planned reduction and 
eventual stabilization of investment in 1969 brought about 
an improvement. A reduction in the level of investment 
was planned and it was stabilized in 1970, when it was 
intended to spend one-third of the total on the recon- 
struction and modernization of the capital stock. In spite 
of an improvement in the domestic supply of investment 
goods, the official aim is still to limit investment 
expansion. 


In Poland, the Plan for 1970 provided for a reduction 
in the rate of increase of investment and a concentration 
of resources on completions; 92 per cent of total invest- 
ment was earmarked for continuing projects. However, 
actual investment turned out to be higher than planned 
and the plan for investment completions was only 89 per 
cent fulfilled. The volume of completed investments, 
nevertheless, increased considerably faster than total 
investments (by 16.4 per cent as against 5.2 per cent). 


In Czechoslovakia, the fast investment expansion in 
1968 and 1969 was accompanied by an even faster increase 
(25 per cent) in the stock of uncompleted investments and 


90 See also Economic Survey of Europe in 1969, part II, chapter 1, 
pp. 44-45. 

91 Additions to the fixed capital stock reached a higher percentage 
of fixed investment in these two years than in the five-year average 
and those for 1969 and 1970 together, represented 44 per cent of 
total additions in the Five-year Plan period (276.2 billion roubles). 


a much slower rise in additions to the fixed capital stock 
(12 per cent). A series of radical measures taken in 1970— 
limitation on new starts, government control over major 
projects and concentration of building capacities—proved 
effective in limiting the excessive growth of uncompleted 
investments. Thus, in spite of the non-fulfilment of the 
plan, work in progress on investment projects actually 
decreased; and for the first time in the whole period 1966- 
1970 additions to the fixed capital stock increased faster 
than total investment (by 17.2 per cent as compared with 
6.1 per cent). 


In the German Democratic Republic difficulties arising 
from the expansion of investment appeared for the first 
time in 1969. Shortages of construction materials had 
become acute and there was a sharp increase in imports 
of machinery. These difficulties continued in 1970 and 
investment increased less than planned and less than in 
1969 (by 7 per cent instead of the planned 11 per cent and 
13 per cent in 1969). The immediate possibilities of 
obtaining higher construction output and greatly increased 
imports of machinery appear to be limited. 


In Romania the rate of growth of investment outlays 
was 9.3 per cent in 1970; although faster than the 6 per 
cent of 1969, this is somewhat less than the five-year 
average. The stock cf fixed assets increased by 8.1 рег 
cent, with 89 per cent fulfilment of the plan target for 
completions. In 1969 complaints were made about the 
lag in completions and the consequent: increase of work 
in progress from 52 per cent of investment outlays in 1961 
to 69 per cent in 1968.. 


In Hungary a very fast increase in investment (14 per 
cent) was possible with the aid of a considerable rise in 
imports of investment goods. Construction, which is one 
of the limiting factors, especially for the volume of new 
starts, expanded by 9 per cent. Consequently a steep 
increase should take place in supplies of equipment. To 
decrease the amount of work in progress, which rose by 
70-80 per cent between 1965 and 1969, the Plan for 1970 
stipulated considerable concentration of resources: seven 
big projects were to be started and twenty-nine to be 
completed. However work in progress again increased 
faster than investment and reached about 80 per cent of 
the year’s total investment. 


(ii) Medium-term comparisons of investment and output 


The rapid increase of investment ratios between the two 
five year periods of the past decade allowed a number of 
east European countries to give substantially bigger 
investment allocations to high priority sectors” and 
branches, including those which, because of low priority 
in the past, now had more pressing claims on investment 
resources. Investment ratios, as shown above, increased 
most sharply in the German Democratic | Republic, 
Hungary, Romania and Bulgaria. Increases in investment 
ratios were more moderate in Poland and Czechoslovakia 
and so were the possibilities of obtaining adjustments in 

the pattern of investments through extra allocations from 
national income. In the Soviet Union, where there was 


no change in the investment ratio between the two periods, 
adjustments were carried out within a total determined 
by the expansion of national income. 

Fixed investment as a percentage of national income 
increased fastest in Bulgaria and fast also in Romania. 
Both these countries allocated a major part of the 
additional investment resources to industry and con- 
struction and, within industry, to energy, engineering, 
chemicals, building materials and food processing. Other 
favoured sectors included transport (and communications) 
and services (including trade). Shares declined or stagnated 
in agriculture and housing and, within industry, in fuel, 
ferrous metallurgy in Bulgaria but not in Romania, and 
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TABLE 20 


Allocations to fixed investment by sectors and branches 


(A=1961-1965; 


B=1966-1969) 


(Percentages of national income) 
ee See А. 


Bulgaria Czechoslovakia German Democratic Rep. __ Нипвату® _ 
(А) (В) (А) (В) (А) (В) (А) (В) 
Totalinvestméent уу» 29.7 35.6 29.8 31.4 23.0 26.9 26.4 29.7 
а Ио ео ета и 1235 16.4 12.8 123 11.9 13.5 al oe 
Bie lier ооо ets сета Dek 1.6 1.9 1.3 41 3.0 Dee 1.9 
NCES VAL м es, о 1.9 2.4 1.6 1.4 ‘ 1.5 ны 
Ferrous metallurgy ........ 1.6 1.5 1.8 1.0 0.8< 0.9¢ 1.1¢ 1.4 
р ИЯ о 5 Gee wees 1.4 2.7 Php 22 2.0 3.2 1.6 BLE 
и ое оо ее ees 1.1 2.6 1.4 1.5 2.3 2.8 1.8 2.1 
Building materials. ........ 0.5 0.9 0.6 0.7 0.4 0.6 0.7 0.8 
Textiles, leather, clothing ..... 0.7 0.9 0.5 0.6 0.4 0.5 0.7 0.7 
Wood, paper, printing, glass and china 0.8 1.0 0.6 0.9 0.6 0.8 0.4 0.5 
а По Я ме ев ав ше 0.9 1.6 0.6 0.8 0.5 0.9 0.9 т 
ОИ Se Ube Abra ed о 1.5 1.2 1.6 19) 0.8 0.8 0.1 0.1 
(ООН о о ee oh eae 0.8 1.1 0.8 1.1 0.5 0.9 0.6 0.7 
SUICUIGUEes one cts ete re eee ts 6.3 6.2 4.5 3.9 3.0 3.9 э:1 3:9 
Transport and communications... . 2.0 3.4 3.1 2.5 2.5 За 4.1 
Housing es esl Sees Петь 3.9 3.3 4.5 Е 70 
Other sectors (including trade) 4.2 Be 4.1 5.3 5.1 6-1 6.6 
Poland Romania*® Soviet Union 
(A) (B) (A) (В) (А) (В) 
(ROCALINVESUMENE: = aur + ans по 27.3 29.4 29.5 33.2 23.7 РА 
У ие Gosh о eke 11.3 11.8 14.6 17.6 8.6 8.2 
ое и: 2.5 1.9 3:1 3.0 1.6 1.6 
р see а 1.4 2 2.0 2.6 1.0 1.0 
Ferrous metallurgy „олень 0.9 0.8 1.5 1.9 0.8 0.7 
ENGINCERING a. ео и ee. = 1.8 2.2 1.2 2.2 1.4 ic 
(Chemica Src. о rive oe 1.4 2.0 21 2.6 0.8 0.8 
Building materials. 2. 2 6 ut 0.7 0.7 0.6 0.7 0.5 0.4 
Textiles, leather, clot’ ng .... . 0.5 0.7 0.5 1.0 0.3 0.3 
Wood, paper, printing, zlass and china 0.7 0.6 1.8 1.3 0.54 0.44 
Food processing 22 9 Vee sea bees 1.0 1.0 0.7 1.2 0.7 0.7 
Otherindusties о 0.4 0.7 1.1 1.1 1.0 0.8 
Construction yiiay их СНЫ. 2k 1.0 1.4 1.1 eS 0.6 0.8 
ASTICHIUEG pines) о gue eeu 3.8 4.7 6.0 5.4 3.8 4.3 
Transport and communications . 3.0 3.4 2.8 Be] 2.4 2.2. 
НО Bete ae ve ook set oc, ани Sel 3.0 1.9 2.0 4.3 4.0 
Other sectors (including trade) 5.0 5.1 3.1 3.4 4.0 4.2 


дада ___—___ 


Sources: National statistical yearbooks. 


Моте.— The price base for the information on fixed investment and national 
income is: Bulgaria—current prices; Czechoslovakia—1967 prices; German Demo- 
cratic Republic—1967 prices; Нипрагу—1959 prices; Poland—1961 prices; 
Romania—1963 prices; Soviet Union—1955 prices for fixed investment, 1958 
prices for national income. 

These percentages, based on unchanged national prices, allow meaningful 
comparisons between periods in single countries but they are not strictly comparable 
internationally because of differences between national price systems. 


in light industry (combined total for textiles, leather, 
clothing, wood, paper printing, glass and china) in 
Romania but not in Bulgaria (table 20). 

In the German Democratic Republic and Hungary, 
where investment ratios rose about as fast as in Romania, 
about one-half of the additional investment share was 
channelled into industry, with increases again in engi- 
neering, chemicals, building materials and food processing 
and, in addition, in ferrous and non-ferrous metallurgy 


® Only State and co-operative sector. 
> Includes mining of metallic ores (which, therefore, is not included with 


metallurgy). 


© Includes non-ferrous metallurgy. 
4 Only wood processing, pulp and paper. 


and the total for light industries. The share of agricultural 
investment in these two countries increased, as did the 
combined total for housing and services. The share of 
transport investment in Hungary also increased, but it 
remained unchanged in the German Democratic Republic, 
where within industry only the share of fuel and energy 
fell. The share of fuel investment in national income also 
declined slightly in Hungary while the share of energy 
investment remained constant, 
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TABLE 21 


Distribution of fixed investment by sectors 


(А=1961-1965; 


В= 1966-1969) 


(Percentages of total investment) 


2 АО 


Bulgaria Czechoslovakia German Democratic Rep. Нипвагу® 
(А) (В) (А) (В) (А) (В) (А) (В) 
ее я р. ПО Gab cima, at io ane 42.1 46.1 42.9 39.4 51.8 50.1 41.7 41.7 
- he MOMMA ees ky ae a 2.6 3.1 2.6 3.5 1.9 3.4 2.3 2.4 
gr Rite a) АИ в O12 17.4 15.0 12.3 13.2 14.5 19.5 18.5 
Transport and communications... . . 6.8 9.5 10.4 14.3 10.9 9.2 11.6 13.7 
Housing . . р ра a a. See 13.0 9.4 15:2 13.6 
Other sectors (including trade) ..... 14.3 14.5 13.9 16.9 22.2 22.8 24.2 ad 
eee ere eee ee 
в о лин 


Poland Romania Soviet Union 
(A) (B) (A) (B) (A) (B) 
Industry т. 41.5 40.2 49.6 53.0 36.1 34.7 
Construction gh Cece ge re na el 3.6 4.6 3.6 3.9 2 3.3 
Не о... 14.0 15.9 20.2 16.3 16.2 18.1 
Transport and communications. ... . 10.9 11.8 9.4 10.6 10.0 9.4 
TIGUSINCH EMIS Gos. «eck ee sw ww FS 11.6 10.2 6.4 6.0 18.2 16.7 
Other sectors (including trade) ..... 18.4 17.3 10.8 10.2 16.8 17.8 


Sources: National statistical yearbooks. 


Note.— For the price base of this information see table 20. The distribution 
for 1966-1969 for Hungary has been derived from data at current prices, and for 
Romania from data at 1963 prices. 


Additional allocations from the more modest increase 
in the investment ratio in Poland were largely concentrated 
on agriculture and were otherwise rather evenly distributed 
between industry, construction and transport. Within 
industry, the shares increased, as in most countries, in 
engineering, chemicals and light industry but fell again, 
as in most countries, in fuel, energy and ferrous metallurgy. 
The share of services increased marginally while the share 
of housing declined. 


In Czechoslovakia compensating adjustments were 
important. The share of investments in national income 
increased in transport, services and construction partly 
because of decreases in industry, agriculture and housing. 
Within the lower share of industrial investment, bigger 
shares went to light and food industries while the shares 
of fuel, energy and ferrous metallurgy decreased sharply. 


Adjustments within the unchanged total investment 
share in the Soviet Union were comparatively minor. 
Additional shares went to agriculture, construction and 
services, compensated by decreasing shares in transport, 
housing and industry with unchanged shares for most 
branches, a marginal increase for engineering and marginal 
decreases for ferrous metallurgy, building materials and 
light industries. 


Shifts in the sectoral pattern of investment, appearing 
in table 21 as changes in shares of total investment, have 
been large not only in Bulgaria (sum of compensating 
changes in this distribution + 7.4 per cent) where the 
investment ratio increased considerably, but also in 
Czechoslovakia (sum of changes + 7.8 per cent), where 


® Only State and co-operative sector. 


the investment ratio rose little. Shifts were less pronounced 
in Romania (+ 4.9 per cent), Poland (+ 3.8 per cent) 
and the German Democratic Republic (+ 3.4 per cent). 
They were even narrower in Hungary (+ 2.2 per cent), 
in spite of the sharply increased investment ratio, and in 
the Soviet Union (+ 3.5 per cent) where the investment 
ratio was unchanged. 


There was no uniform pattern of changes in the distri- 
bution of investment (except for an increase in all coun- 
tries in the share of construction). The shares of agriculture 
and construction increased chiefly at the expense of 
industry and transport in the Soviet Union and the 
German Democratic Republic. By contrast, the redistri- 
bution was in favour of industry, construction and trans- 
port and to the disadvantage of agriculture, in the two 
least industrialized countries, Romania and Bulgaria. 
Agriculture was also favoured in Poland, as was transport 
in Czechoslovakia and Hungary. The share of the com- 
bined total for housing, trade and services declined every- 
where except in the German Democratic Republic and 
Czechoslovakia. 


Changes within the total of industrial investment 
(table 22) were more uniform throughout the area. The 


% Shifts in the distribution of industrial investment between 
branches were widest in Bulgaria (sum of changes --16.1 per cent) 
and wide also in the German Democratic Republic (-- 12.7 per cent), 
Czechoslovakia (10.8 per cent) and Poland (+10.3 per cent). 
The pattern showed less change in Romania (+7.5 per cent), 
Hungary (+6.4 per cent) and least in the Soviet Union (+4.2 per 
cent). 
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TABLE 22 
Distribution of fixed industrial investment by branches 
(A=1961-1965; В=1966-1969) 
(Percentages of total investment in industry) ; 
п I i ea ee 
Bulgaria Czechoslovakia German Democratic Rep. Нипзагу® 
(А) (В) (А) (В) (А) (В) (А) (В) 
b 15.7" 
Buel® o> 5. Side sis. So sc о 16.9 9.8 14.7 10.4 ' к 19.7 
о р О. 15.4 14.6 12.4 11.4 р ee 14.0 12.4 
Весгоцс театру cal emene) sareaeenes 1257 9.3 14.1 8.6 7.0¢ 6.5¢ 10.3¢ 11,3¢ 
Engineering ate №: тоне. 10.8 16.3 1.2 yet 17.0 23.9 14.2 18.2 
Chemicals streetcars они Зоо 8.8 15.6 10.7 12:5 19.6 20.8 16.5 16.6 
iBuildingsmatentals 5 оообоваево 4.0 55 5.0 6.0 3.6 4.2 6.4 6.2 
dextiles, leather, clothing). ys) ie 5.5) 5.6 3.6 5:2 jal 3.6 6.3 5.6 
Wood, paper, printing, glass and china 6.0 51 5.3 7.6 4.9 6.0 3.8 3.9 
150581 0559 о bch oo eg eans Wil 9.6 5.0 6.9 3.9 6.3 8.3 9.1 
Обет еее 12.8 8.8 12.0 13.7 6.3 6.1 0.5 1.0 
Poland Romania Soviet Union 
(A) (B) (A) (B) (A) (B) 
о аа same 21.8 16.2 21.1 17.1 18.9 20.0 
JER Ay ооо ance eas or Gea ous 12 9.9 13.4 14.7 11.8 11.6 
ТОРО NAMA, 5 6 oo e 0 a 6 6 4 8.4 6.8 10.4 10.6 9.0 8.1 
Оо 5c serra. <u: lure 15.5 19.0 8.5 12.4 15.9 18.5 
Ghemicalsmean о ve Ue ss 122 16.7 14.2 14.6 9.4 9.6 
ое о o 5 oo 6 5 6 6 0 6.5 6.0 4.0 4.2 6.0 5.0 
Textiles, leather, clothing ....... 4.7 5.9 3.6 5.4 35 4.3 
Wood, paper, printing, glass and china 5.4 5.6 12.9 8.0 5.64 4.74 
ОО 5 5 Goo a op 8 0 6 6 8.9 8.5 5.1 6.6 8.3 8.6 
(ОР И ооо оо бюоьбо 4.5 5.4 7.4 6.4 11.6 9.6 


Sources: National statistical yearbooks. 
Моте.— For the price base of this information see tables 20 and 21. 
в Only State and co-operative sector. 


most striking feature was the decline in the share of fuel, 
energy and ferrous metallurgy in all countries with the 
exception of fuel in the most important producing coun- 
try, the Soviet Union, and of energy and ferrous metal- 
lurgy in Romania.** Engineering and chemicals received 
increased shares in all countries, and building materials 
and food processing with rare exceptions (the Soviet 
Union and Hungary for building materials and Poland 
for both building materials and food processing). The 
combined total for light industries also increased in 
Czechoslovakia, the German Democratic Republic and 
Poland. 


The growth of the fixed capital stock in the industrial 
sector (table 23) showed similar changes in 1966-1969 
compared with the previous five-years in all productive 
sectors taken together (including also construction, agri- 
culture, transport and trade). The growth of the industrial 
capital stock increased substantially only in Romania and 
to a lesser extent in Poland. In all other countries, it 


33 The increase in the combined share of ferrous and non-ferrous 
metallurgy in Hungary was due to heavy investment in the aluminium 
industry. 


** See page 72 in section 1 of this chapter. 


> Includes mining of metallic ores (which, therefore, is not included with 
metallurgy). 


© Includes non-ferrous metallurgy. 
4 Only wood processing, pulp and paper. 


slowed down—slightly in Czechoslovakia and the 
German Democratic Republic and rather more in the 
Soviet Union, Hungary and Bulgaria. 

The trend in capital productivity (output per unit of 
capital) improved in all countries between the two 
periods, except in Romania and Poland. In Romania, the 
growth of capital stock was much faster in 1966-1969 
while output growth slackened; the growth of capital per 
worker (capital intensity) accelerated considerably.% 
Capital productivity growth slowed down less in Poland. 
The annual growth of capital productivity, by contrast, 
speeded up by 1.5-2 per cent or more in the Soviet Union, 
the German Democratic Republic, Czechoslovakia and 
Bulgaria—all countries where the capital stock in the 
later period increased less fast than before. Some improve- 
ment appears also in Hungary, where the earlier small 
decline in capital productivity was further reduced. 


> Romania was the one country where industrial employment 
growth fell off substantially, suggesting a considerable amount of 
capital-labour substitution. 


* For an earlier investigation of these questions see Economic 
Bulletin for Europe, vol. 18, No. 1, “A fifteen-year review of invest- 
ment and output in eastern Europe and the Soviet Union”, sections 5 
and 6 (pp. 44-54). 
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TABLE 23 
Output and factor inputs in industry 
(Annual cumulative percentage rates of change) 
Country and period Gross output Capital stock Employment ce sis rite regen iy ae dit у 
productivity 

Bulgaria 
oo MMB OMS On, eee ss teen oe vy 11.8 14.4 4.3 9.7 7.2 —2.3 

С nie 121 4.4 7.4 6.5 —0.9 
Czechoslovakia 
ic. Se ee о НИ, < 5.2 5.3 1.8 3.4 3.3 —0.1 

И а ot iy pont ee! 6.2 4.4 155 2.9 4.6 1.7 

German Democratic Republic 
О een. fe RD 5 6.6: 0.2 6.4 55 —0.8 
ПО Об в. 6.5 5.1 0.7 4.4 5.8 1.3 
Hungary 
eee ee а с а . 8.0 8.7 2.8 57 5.1 —0.7 

3-5. о а К 6.2 6.4 3.8 INS 2.3 —0.5 
Poland 
AGO GS micas ay ery ee ck, = ony 8.6 6.8 3.1 3.6 5.3 1.7 
ПОГ eee ee Nee we г 8.4 7.9 3.6 4.2 4.6 0.5 
Котата 
т. 13.9 9.7 6.0 3.5 7.5 3.8 
р о И 11.9 92 4.3 8.5 7.3 —1.1 
Soviet Union 
{WA RIC GS). 4 52S ares ae eee 8.6 11.1 3.9 6.9 4.5 —2.3 
IOC Ка ом Е 8.5 8.5 32 5.1 5.1 0.0 


Sources: Statistical yearbooks (СМЕА) and national statistical yearbooks. 


Моте.— Capital intensity is defined as fixed capital stock per employed person 
and capital productivity as output per unit of capital. 

Data on gross output refer to the State and co-operative sector in all countries. 
Data on the fixed capital stock for Bulgaria and Hungary also refer to the State 
and co-operative sector. For the other countries they further include the private 
sector (whose share is, however, negligible in most cases). 


The price base of the data for gross output and fixed capital stock is the same 


Details of changes in capital productivity by industrial 
branches are shown in table 24. Output per unit of capital 
in the Soviet Union increased—in spite of declining 
returns for fuel, energy and ferrous metals—because of 
marked improvements in engineering, chemicals, building 
materials and the textiles, leather and clothing industry. 
Shifts in capital productivity were, by contrast, favourable 
in the three basic branches (fuel, energy, metallurgy) for 
Czechoslovakia, the German Democratic Republic and 
Bulgaria (except for energy). Further positive contribu- 
tions to the favourable over-all change in Czechoslovakia 
and the German Democratic Republic came primarily 
from engineering and building materials and in Bulgaria 
from chemicals and textiles, leather, clothing. 


The pattern of changes in capital productivity again 
differs in Hungary and Poland. The slight over-all 
improvement in Hungary was due primarily to improve- 
ments in metallurgy, chemicals and building materials. 
The reduced over-all increase in the productivity of capital 
in Poland, on the contrary, resulted from a marked 
improvement for fuels and a more or less pronounced 
decline in all other branches.*” 


97 Data on changes in the fixed capital stock by industrial branches 
have not so far been published in Romania. The substantial over-all 
decline in the productivity of industrial capital cannot, therefore, be 


observed by branches. 


as for table 20 except for Bulgaria (1962 prices), fixed capital stock in Poland 
(July 1960 prices) and output in the Soviet Union (1955 prices). 


Data on employment include the productive personnel of the State and co- 
operative sector. 


The data on gross output and employment slightly differ from that in tables 14 
and 15 for some countries. This is because these data as a rule cover the whple 
of industry (including the private sector). Further differences arise because that 
information in gross output is based on 1963 prices. 


For certain purposes it may be more suitable to com- 
pare not percentage changes in the productivity of capital 
within each of the two plan periods but changes in the 
increments of output and capital between the two distinct 
periods. This is done in table 25, which shows changes 
between the two periods in the annual increments of 
gross output (O) and changes in the annual increments of 
the fixed capital stock (C) which by definition equal com- 
pleted fixed investment less discharged, scrapped or 
demolished, fixed capital. The change in “incremental 
output-to-capital coefficients” in the third column is 
obtained by dividing the index of the annual increments 
of gross output by the index of annual increments of the 
fixed capital stock. 


8 Time series of gross output and the fixed capital stock are 
mostly published in index form in the official sources and no infor- 
mation is readily available in terms of value at comparable prices. 
Indexes of change in incremental output-to-capital coefficients can, 
however, be derived from these index series—without necessarily 
calculating the underlying incremental output-to-capital coefficients. 
The procedure is shown in the following example referring to total 
industry in the Soviet Union: 


Increment in index points Index of 
SSS annual 
Index Whole Annual change 
numbers period average in period 
66-1969 


Е ID) 
(1960 =100) 1961 19660 1961 196610 (1961-1965 
1965 1969 10 1965 1969 to 1965 1969 ‘`` —100) 


(1) Changes in gross 
output at constant 


fe Weta 151 209 51 58 10.2 14.5 142 


prices 
(Continued on next page.) 
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TABLE 24 


Changes in capital productivity by industrial branches 


(A = 1961-1965; 


B = 1966-1969) 


(Annual cumujative percentages ) 


a See 


Bulgaria Czechoslovakia German Democratic Republic 
(A) (B) (A) (B) (A) (B) 
ВИ у а а ne em ee —2.3 —0.9 —0.1 т —0.8 1.3 
ТО, да ва о —4.0 —0.5 —0.6 0.8 | а 1s 
А ао о ок Lone 5.2 3.2 1.6 2.8 ; . 
Ferrous metallurgy еее 5... © —5.4 0.1 —2.6 —0.4 —2.9» 1.5» 
Engineer came wearer eee 3.4 3.2 0.2 4.8 —0.8 1.6 
Вела ее —2.7 3.2 3.9 1.9 1.8 Zo 
Ио о ооо або 72) 0.6 —2.3 0.3 —1.6 1.6 
Textiles, leather, clothing ....... —3.5 1.4 1.8 1.3 —0.5¢ 1,5¢ 
Wood, paper, printing, glass and china —4.7 —2.5 0.3 0.0 —1.24 2.3% 
у ЕО 4 5 6 6 4 6 5 Oo AS —3.0 0.3 0.6 —1.0 —1.3 
Othersindustrics зо бобробноа —0.8 4.2 0.6 2.8 
Hungary Poland Soviet Union 
(A) (B) (A) (B) (A) (B) 
Industryaeee cs scene toe es is —0.7 —0.5 1.7 0.5 —2.3 0.0 
ela ee о т sa Guy —3.04 —2.8 = —2.2 1.0 —1.0 —2.1 
Поет ею о 0.0 ый 2.0 0.5 —0.3 —1.4 
Berrous:metallurey ле —3.8> 0.25 —0.2 —1.5 —1.8 —2.1 
ИА Wee eee ey ое 1.9 —1.0 6.3 31 0.9 2.4 
GhenvicalSm еее —3.2 1.2 5;1 —1.0 —4.2 0.0 
О ЕЕ о ро бозноб о —4.3 —2.4 2.4 1.9 —2.2 0.3 
Textiles, leather, clothing ...... —1.5 35 ll 2.3 —5.4 —0.2 
Wood, paper, printing, glass and china si з 1.1 —1.9 —2.9е —1.9° 
IROodsproOscessing о ре peas 27 —3.6 —0.8 —3.8 —19 —1.5 
Otherindustries ee: 50. са. а: 7.0 —5.9 —1.6 1.8 


Sources: Statistical yearbook (CMEA) and national statistical yearbooks. 


Norte.— See table 23. Detail by industrial branches is given according to the 
CMEA classification—except for the German Democratic Republic and Hungary 
where branches are grouped according to the respective national classifications 
of industry. 


® Includes mining of metallic ores (which, therefore, is not included with 
metallurgy). 


(Continued) 
(2) Changes in capital 
stock at constant 
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mental output-to- 

capital coefficient 

[row (1), last col- 

umn — row (2), 

last column] .. — — ee в в с. 120 
а Incremental output-to-capital coefficients can be calculated only if the informa- 
tion on both gross output and the fixed capital stock is available in terms of value 
at comparable prices. 


The basic information in terms of value at comparable prices 
(which is available for this example) is shown in the subsequent 
tabulation: Рено 
annual 
change 
in period 
1960 1965 1969 1961 1966to 1961 1966t0 1966-1969 

10 1965 1969 to 1965 1969 (1961-1965 
=100) 


Total 
increment 


Annual 


Average values increment 


(1) Gross output in 
millions of 1955 
roubles ¢ 

(2) Capital stock in 
millions of 1955 


157.5 237.8 329.0 80.3 91.2 16.1 22.8 142 


roubles. . . 88.9 150.2 208.0 61.3 57.8 
(3) Output-to-capi- 
coefficients 


tal 
{(HD=-@)] . . =. 1.7 1.58 1.58 1.31 1,58 1.31 
Source: Narodnoe khoziaistvo SSSR, 1969, рр. 45, 46, 143. 


12.2 14.4 118 


1.58 120 


» Includes non-ferrous metallurgy. 

© Only textiles. 

4 Includes leather and clothing. 

© Only wood processing, pulp and paper. 


Changes in incremental output-to-capital coefficients 
reflect a variety of influences and require careful inter- 
pretation. A rising index may, for example, indicate: 
(a) a shortening of the period for obtaining output from 
additions to capital (i.e. shortening of the “running-up 
period” of completed investment); (В) increasing returns 
from additions to capital (through better management, 
technical progress or the working of highly productive 
mineral deposits); (с) increased utilization of existing 
capital stock; (d) falling capital intensity of production; 
(e) substantial withdrawals of obsolete capital through 
scrapping or demolition; (f) disproportionately low 
additions to capital (with consequent necessity of increas- 
ing capital inputs in subsequent periods); etc. A falling 
index, equally, may reflect a diversity of influences, 
including: (a) lengthening of the “running-up period”; 
(5) decreasing returns from additions to capital; (с) fall- 
ing utilization of existing capital stock; (4) increasing 
substitution of capital for labour; (e) low withdrawals of 
obsolete capital through scrapping; (f) disproportionately 
high additions to capital stock and consequent under- 
utilization of capacities, etc. 


ee et a 


гы TABLE 25 
dex of the a : 
verage annual change in gross output (O) and the fixed capital stock (C) and in incremental output-to-capital coefficients (O/C) 


in 1966-1969 
(1961-1965 = 100) 


eee ee ee eee ee ee ИИИИИ 


Bulgaria Czechoslovakia ы German Democratic Вер. Hungary 
(О) (С) (O/C) (0) (C) (O/C) (O) (© (O/O (O) (C) (O/C) 
Industry; < ... 
iL 1 a Re 155 148 105 151 105 144 148 99 149 101 102 99 
= heh hia I uae 146 135 108 125 92 136 25а 632 408 
и 173 170 102 153 115 133 а sy 127 
и ПУ и, te I Lite 159 111 96 75 № 128 1905 88> 216Ъ 1425 86> 165» 
ae 181 155 117 193 82 235 145 101 144 117 163 72 
рые oe ; EE is 4. 265 187 141 136 153 89 143 120 119 136 ШТ 16 
Jing materials. ee 120 123 97 229 135 170 132) 80 165 74 82 90 
Textiles, leather, clothing 262 156 168 141 195 15 143° 65° 220¢ 
Wood, paper, printing, glass 108 161 67 
: and china a 152) 142 107 183 152 117 1904 87а 2184 
ood processing eae 86 174 50 127 118 108 154 209 74 89 232 35 
Other industries. ....... 147 74 198 173 104 166 SZ 124 ee ak 155 ae 
a Eee 
Poland Romania Soviet Union 
(O) (С) (0/© (О) (© (O/C) (О) (© (09 
И wey та 140 159 88 148 216 69 142 118 120 
PCN Lees о, 170 100 170 89 104 158 66 
РА es Bee OCS и 120 129 93 191 122 143 85 
Ferrous metallurgy МЕСТЬ 2 1285 157 82 175 103 123 84 
Engineering a Ou. setae 160 181 88 184 160 125 128 
Chemicals РИ caren fees a 2 184 230 80 199 151 123 123 
Building materials ...... 125-17 107 149 126 98 129 
Textiles leather, clothing ... 158 179 88 163 460 159 289 
Wood, paper, printing, glass 
PCAC INAS kee emomio Kays). cle 108 144 75 95 125е 120е 104е 
Food processing ....... 83 162 51 111 105 112 94 
Othemindustrles --= 5... .. 126 480 26 179 73 45 162 


Sources: Statistical yearbook (CMEA) and national statistical yearbooks. 


Note.— The index for gross output refers to the average annual change between 
1966 and 1969 over the average annual change between 1961 and 1965; similarly 
for the fixed capital stock and incremental output-to-capital coefficients. See also 
notes to tables 23 and 24 and footnote 98. 


Summary indicators of changes in the annual increments of output 
and capital for total industry in 1966-1969 


(1961-1965 = 100) 


о 

Ас AO AC 
German Democratic Republic . . 149 148 99 
GC7ECHOSIOVAKIA® sofas cls son es 144 151 105 
SovietsUitions. a-ha PENS os 120 142 118 
TU Eee ас а 105 155 148 
[SITE uy Oia ee eee 99 101 102 
Lents See а a ia 88 140 159 
FROMIAMIAE Waite is So wee 69 148 216 


Source: Table 25. 


Oo wes С . 
Моте. А a change in incremental output-to-capital coefficient 


A О = change in annual increments of gross output 
АС = change in annual increments of the fixed capital stqck. 


The above text-table shows changes in incremental 
output-to-capital coefficients in decreasing order for total 
industry in 1966-1969 in comparison with 1961-1965. The 


а Includes mining of metallic ores (which, therefore, is not included with 
metallurgy). 


» Includes non-ferrous metallurgy. 

© Only textiles. 

4 Includes leather and clothing. 

е Only wood processing, pulp and paper. 


increase in additions to output appears to be of the same 
order for all countries (with the exception of Hungary) so 
that differences in incremental output-to-capital coef- 
ficients reflect primarily differences in changes in additions 
to the fixed capital stock. The increase in incremental 
output-to-capital coefficients in the German Democratic 
Republic, Czechoslovakia and the Soviet Union reflect 
smaller increases in additions to the fixed capital stock. 
The falling index in Poland and Romania, by contrast, 
indicates indeed substantial increases in additions to 
capital. The practically unchanged index for Hungary is 
the result of virtually no change in additions to either 
output or the fixed capital stock. On the other hand, the 
small improvement recorded for Bulgaria is the result of a 
substantial increase in additions to capital stock accom- 
panied by an even greater increase in additions to output. 


The pattern of change by industrial branches shows, as 
a rule, greatly increased additions to the fixed capital 
stock in frequent combination with favourable changes in 
incremental output-to-capital coefficients in three indus- 
tries, namely engineering, chemicals and textiles, leather, 
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Indexes of annual average increments of capital and incremental output-to-capital coefficients in engineering, 
chemicals and the textile, leather, clothing industry in 1966-1969 


(1961-1965 = 100) 


о А ee ee 


Textiles, leather, 


Engineering Chemicals clothing 
Oo Oo о. 
АС А rai АС А б АС А б 
Soviet Бо ие са 125 128 123 123 159 289 : 
German Democratic Republic 101 144 120 119 65% 220 
Bulgariats г Ree os eee ee 155 117 187 141 156 168 
Gzechoslovakiawe enn eee 82 235 153 89 195 75 
Hungary: ее. то 163 72 117 116 161° 67» 
роза оо ие. 181 88 230 80 179 88 


Source: Table 25. 
в Only textiles. 


> Combined total for textiles, leather, clothing and wood, paper, printing industries. 


clothing (where growth rates of output accelerated most). 
Additions to the fixed capital stock actually increased in 
these countries without exception in chemicals and with 
only one exception in either engineering (Czechoslovakia) 
or the textiles, leather, clothing industry (German Demo- 
cratic Republic). Incremental returns to capital in the 
Soviet Union, the German Democratic Republic and 
Bulgaria also were increasing in all these branches together 
with engineering in Czechoslovakia and chemicals in 
Hungary.” 


Indexes of annual average increments of capital and of incremental 
output-to-capital coefficients in fuel and ferrous metallurgy 
in 1966-1969 

(1961-1965 = 100) 


Fuel Ferrous metallurgy 
(©) (©) 
АС A с АС А с 
Soviet Union. ..... 158 66 123 84 
German Democratic 
Republicans 788 968 88> 216» 
ТЕЩИ оо бов 63а 408 86> 165» 
Czechoslovakia. .... 92 136 15 128 
Рори. 100 170 157 82 
Buleariavies ие 135 108 159 111 


Source: Table 25. 


®Includes mining of metallic ores (which, therefore, is not included with 
metallurgy). 
> Includes non-ferrous metallurgy. 


Substantial increases in additions to the fixed capital 
stock were, by contrast, yielding decreasing incremental 
returns in the basic sectors of fuel and ferrous metallurgy 
in the Soviet Union and the ferrous metallurgy of Poland. 
Additions to the fixed capital stock were, on the other 
hand, decreasing in both of these industries in the German 
Democratic Republic, Hungary and Czechoslovakia. In 


* Returns from extremely important additions to the fixed capital 
stock do not seem to be forthcoming as yet for the other two branches 


in Czechoslovakia and Hungary and for either of these three branches 
in Poland. 


spite of that, returns to new capital were falling in the fuel 
sector of both the German Democratic Republic and 
Hungary. On the other hand, in their metallurgical indus- 
try, incremental returns to capital increased which applies 
likewise to both industries in Czechoslovakia. Increasing 
returns occurred in the fuel industry of Poland and, from 
greatly increased capital inputs, in both fuel and ferrous 
metallurgy in Bulgaria. 


Indexes of the annual average increments of capital and of incremental 
output-to-capital coefficients in food processing in 1966-1969 


(1961-1965 = 100) 


о 

АС А с 

Ноа ее 232 35 
Bulgaria’ ооо и: 174 50 
РОО пор ви 162 51 
German Democratic Republic. ...... 209 74 
Soviet Union®.. ее 112 94 
@zechoslovakia'e~ ao) cae О 118 108 


Source: Table 25, 


Large additions to the fixed capital stock again were 
associated with decreasing returns in the food-processing 
industries of all these countries (with the exception of 
Czechoslovakia)—partly because of the importance of 
the increase in additions to capital and partly because of 
unfavourable changes in the output of the agricultural 
sector supplying raw-materials to the industry. 


Table 26 shows changes between the two periods not of 
additions to the fixed capital stock but of fixed capital 
investment and changes in incremental output-to-invest- 
ment coefficients. Fixed capital investment may differ 


100 Indexes of change in incremental output-to-investment coeffi- 
cients (which are defined in the table) can be calculated in a manner 
analogous to the calculation of indexes of change in incremental 
output-to-capital coefficients, that is to say without obtaining the 
basic information or deriving the underlying coefficients in terms 
of value at comparable prices. The following example (as the example 


Investment 


eee инниеыы: 


TABLE 26 


Index of average annual fixed investment (1) and incremental output-to-investment coefficients (О/Т) in 1966-1969 
(1961-1965 = 100) 


Bulgaria Czechoslovakia German Democratic Rep. Hungary 
оо сою 
в Ве №. 190 81 119 127 139 106 146 69 

НИ Е о: 110 133 84 149 1168 228 
Не 180 96 110 139 hea eek 129 98 
Sate metallurgy pat aren? 139 127 72 133 129> 147» 159» 89ъ 
ия а Be”, 287 63 123 157 196 74 187 63 
т А 63 336 79 139 98 148 97 147 93 

ding materials) serait! 252 48 143 160 164 80 141 52 
Textiles, leather, clothing . . . 193 136 173 85 164¢ 87¢ 
Wood, paper, printing, glass 138 78 
Е ee china ct call Sea Seu Each poe 162 94 170 108 1714 1114 
OOUSPLOcessIne 40. sk es 257 34 166 77 
@therindustries <7. 7 2)... 131 112 133 130 13 В 78 is 
Poland Romania Soviet Union 
@ (O/T) @) (ОЛ) @ (O/D 
ОУ Е teak beech: Sas yes 139 101 166 90 133 107 
PU) og Bees a ae 103 165 135 66 142 74 
SOT OV р ит ОНИ 114 105 182 105 131 93 
Ferrous metallurgy ...... 113 113 179 97 120 86 
ВОИ о 4 по nen See 170 94 241 76 155 103 
СНЕ се о и 191 97 171 116 135 112 
Building materials ....... 128 98 175 85 112 112 
Textiles, leather, clothing . . 173 91 246 66 161 286 
Wood, paper, printing, glass 
ang chinaigeamen eo. es 141 77 108 88 110¢ 113е 
ood processing.. =< « . <> .» 133 62 214 52 139 18) 
Other аа... 159 79 145 123 108 68 


Sources: Statistical yearbook (CMEA) and national statistical yearbooks. 

МотЕ.— See tables 20, 23 and 24; and footnote 100 on page 120. Information 
оп output is shown in table 25. 

The index of change in incremental output-to-investment coefficients indicates 
the change in 1966-1969 over 1961-1965 of the annual increment in gross output 
in relation to the annual total of fixed investment. 


in footnote’ on page 117) refers to total industry of the Soviet Union 
comparing 1961-1965 with 1966-1969. Thien of 


Whole period Annual average annual change 
in period 


1961 to 1966 to 196110 1966to 1966-1969 
1965 1969 1965 1969 (1961-1965 
(1) Increment of gross output in 
index points (1960=100) = 51 58 10.2 14.5 142 
(2) Sum of indexes of fixed capi- 
tal investment (1960=100) . 604 641 120 160 133 
(3) Change in incremental out- 
put-to-investment coefficient 
[row (1), last column—-row 
.Ъ .Ъ .Ъ .Ъ 107 


(2), last соо]... ..: 
а See the first text table in footnote 98 on page 117. 


> Incremental output-to-investment coefficients can be calculated only if the 
information on both gross output and the fixed capital stock is available in terms 
of value at comparable prices. 


The full information and corresponding procedures for the calcu- 
lation of these coefficients are, for comparison, laid out in the 


subsequent tabulation. ides of 
Whole period Annual average annual change 
in period 
1961 to 1966 to 1961 to 1966to 1966-1969 
1965 1969 1965 1969 (1961-1965 
=100) 
(1) Increment of gross output in 
billions of 1955 roubles 1803 91.2 16.1 22.8 142 
(2) Total of fixed ты Dents 
ment in billions o 9 
НС cera а ое о ve 76.4 81.1 15.3 120.3 133 
3) Incremental output-to-invest- 
es, coefficient [1—-2].. . 1.05 1.12 1.05. 1.12 107 


Source: Narodnoe khoziaistvo SSSR, 1969, pp. 143, 504, 505. 


® Includes mining of metallic ores (which, therefore, is not included with 
metallurgy). 

» Includes non-ferrous metallurgy. 

с Only textiles. 

а Includes leather and clothing. 

е Only wood processing, pulp and paper. 


from changes in the fixed capital stock for two reasons— 
either because of changes in the stock of uncompleted 
investment or because of changes in the rate of scrapping. 
Fixed capital investment may, and generally does, exceed 
additions to the fixed capital stock. 


Fixed capital investment in industry as a whole increased 
between the two periods by about one-fifth in Czecho- 
slovakia, by about one-third in the Soviet Union, by 
two-fifths to a half in Poland, the German Democratic 
Republic and Hungary, by two-thirds in Romania and 
nearly doubled in Bulgaria (table 26). 


These changes in fixed investment appear to be inversely 
related to changes in incremental output-to-investment 
coefficients in all these countries except Hungary :? the 
smaller the increase in investment the greater the rise in 
the incremental output-to-investment coefficients, with 
Czechoslovakia at the one extreme and Bulgaria at 
the other. 


The increase in fixed capital investment substantially 
surpassed the increase in additions to the fixed capital 
stock for total industry in all these countries except 
Romania and Poland (compare column “I” in table 26 


101 Unchanged growth of output combined with a steep rise in 
investment brought a sharp fall in the incremental output-to-invest- 
ment coefficient in Hungary. 
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and column “C” in table 25). This implies that in these 
countries (with the two exceptions) either uncompleted 
investment further increased for industry as a whole, or 
that obsolete or deteriorating industrial capital was with- 
drawn to a considerable extent. 


The extra surplus in the increase of fixed capital invest- 
ment over the increase in additions to the fixed capital 
stock, which in conditions of rapidly accelerating invest- 
ment expansion mostly reflects relative increases in 
uncompleted investment, is less wide in the Soviet Union 
and Czechoslovakia than it is in the German Democratic 
Republic, Hungary and Bulgaria. The stock of uncom- 
pleted investment appears, on these indications, to have 
risen in engineering and food processing in the Soviet 
Union and Czechoslovakia. Increases in the stock of 
uncompleted investment seem to be more important in 
metallurgy and building materials in the German Demo- 
cratic Republic and Hungary in addition to fuel and ore 
mining in Hungary and engineering, textiles and other 
light industries in the German Democratic Republic. 
Uncompleted investment in Bulgaria seems to have 
increased particularly sharply in engineering, chemicals, 
building materials and food processing. 


The favourable shift in completions in Poland extended 
to practically all branches of industry with the exception 
of building materials. Favourable shifts in this sense also 
appeared in the basic branches (fuel, energy, ferrous 
metals) in the Soviet Union, Czechoslovakia and Bulgaria 
(except energy) together with chemicals and textiles in 
Czechoslovakia and textiles and other light industries and 
food processing in Hungary. 


Changes in incremental output-to-capital coefficients 
can be compared with changes in incremental output-to- 
investment coefficients in table 27. In spite of greater 
increases in total investment than in additions to capital 
stock, marginal returns to investment were still rising in 
comparison with the previous period in Czechoslovakia 
and to a lesser extent in the Soviet Union and the German 
Democratic Republic. In Poland the smaller increase in 
fixed investment in comparison with the increase in 
additions to the fixed capital stock between the two 
periods finally resulted in a stabilization of returns to 
investment—although returns had shown a relative 
decline in relation to additions to the fixed capital stock. 
Additions to output, by contrast, lagged behind additions 
to investment in Romania where the performance in com- 


TABLE 27 


Index of changes in incremental output-to-capital (O/C) and incremental output-to-investment coefficients (ОЛ) in 1966-1969 
(1961-1965 = 100) 


Bulgaria Czechoslovakia German Democratic Rep. Hungary 
(O/C) (O/T) (O/C) (O/D (O/C) (O/T) (O/C) (O/T) 
oe о а а 105 81 144 127 149 106 99 69 
О и о Mougsases 108 133 136 149 408 225 
и ee 102 96 133 139 708 oa о, 98 
Ferrous metallurgy ...... 111 127 128 133 216° 147» 165° g9b 
IBIS SMe so mn 6 a noo 8 e 117 63 235 157 144 74 72 63 
Сета t, eu. are 142 79 89 98 119 97 116 93 
Building materials ....... 97 48 170 160 165 80 90 32 
Textiles, leather, clothing .... 168 136 75 85 220 87° 
Wood, paper, printing, glass 67 78 
angi Chiara ys. = on ene cae 107 94 117 108 2184 111¢ 
EOOd processin’ а 50 34 108 ТГ 74 68 35 52. 
(ОР Е оо ооооон 198 112 166 130 


Poland Romania Soviet Union 
(O/C) (O/D (O/C) (©) (O/C) (O/D 
Туи о 88 101 69 90 120 107 
Че а арта Зоо т. 170 165 66 66 74 
Ener gyaae о ee Psat 93 105 105 85 93 
Ferrous metallurgy ...... 82 113 97 84 86 
ИИ а ae eer en ee 88 94 76 128 103 
GChemicalSaaramesm wear sak ts a ar 80 97 116 123 112 
Building materials ....... 107 98 85 129 112 
Textiles, leather, clothing . .. . 88 91 66 289 286 
Wood, paper, printing, glass 
anG\Chinag hee Фо о пою 05 Til 88 104е 113е 
Rood processingwy: 4s. sae 51 62 52 94 05 
(И ооо 26 79 123 162 68 


Sources: Tables 25 and 26. 


а Includes mining of metallic ores (which, therefore, is not included with 
metallurgy). 


> Includes non-ferrous metallurgy. 


© Only textiles. 
9 Includes leather and clothing. 
© Only wood processing, pulp and paper. 
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pletions improved for industry as a whole and even more 
so in Hungary where it deteriorated for most branches. 


Broad generalizations on these complex issues require 
much caution. It appears, however, that returns to 
increased additions to the capital stock have developed 
favourably on the whole in the most important manufac- 
turing branches including engineering, chemicals and the 
textiles, leather, clothing industry. Marginal returns, by 
contrast, fell when the increase in capital stock accelerated 
in the fuel and metallurgical sectors—with only few excep- 
tions 10? and showed increases only from decreased addi- 
tions to capital. If these tendencies were to continue, they 
would have to be considered in import and export 
decisions as well as in investment policy. 


102 Marginal returns to increasing or unchanged marginal inputs 
of capital show increases for fuel in Poland and for both fuel and 
ferrous metallurgy in Bulgaria (see page 120 above). 


The other conclusion is perhaps more obvious but 
equally important. It stresses the necessity of balancing 
investment efforts between the acceleration of investment 
expansion and the completion of uncompleted investment. 
It is supported by the evidence pointing to the inverse 
correlation between increases in the volume of fixed 
investment and changes in incremental output-to-invest- 
ment coefficients. It is further supported by the evidence 
frequently showing wide adverse discrepancy between 
changes in output per unit of investment in relation to 
changes in output per unit of incremental capital (unless 
additional information indicates substantially increasing 
withdrawals from the existing capital stock). The benefits 
obtainable from a shifting of resources towards invest- 
ment completions instead of new starts may indeed be 
most substantial in countries and industries where indexes 
of change in incremental output-to-investment coefficient 
are much lower than those in incremental output-to- 
capital coefficients. 


4. CONSUMERS’ INCOMES AND SUPPLIES 


Rates of improvement in living standards in the coun- 
tries of the area in 1970 corresponded on the whole to the 
targets of the annual plans apart from Czechoslovakia, 
where special conditions prevailed. In Bulgaria real income 
per head of the population rose somewhat less than the 
rather high target of 7 per cent, and in Hungary the actual 
performance exceeded expectations. In both these coun- 
tries, as well as in the Soviet Union, the rate of progress 
was significant and varied between 5 and 7 per cent. Gains 
to consumers were of a smaller order, probably around 3 
per cent in the German Democratic Republic, Poland and 
Czechoslovakia, as indicated by the data on consumption 
and money incomes. In Czechoslovakia a slowing down 
in income growth in 1970 was perhaps inevitable after the 
excessive expansion of the two preceding years, when 
serious imbalances in consumer markets occurred. 

The year 1970 being the last year of the 1966-1970 
Five-year Plan period, it is timely to compare the actual 
trends in personal incomes with those anticipated at the 
outset of the Plan. It must be borne in mind, however, 
that inter-country comparisons of plan fulfilment are 


largely invalidated by some planners being more opti- 
mistic than others. For instance, both the Hungarian and 
the Polish Plans were at the time considered as particu- 
larly cautious. In the event, the modest Hungarian targets 
were widely exceeded although the pace of progress 
attained in Hungary was not higher than that of Bulgaria 
and of the Soviet Union, where plans were more ambitious 
(table 28). In Poland, however, the modesty appears to 
have been well founded, if one can judge from the data 
on trends in real wages and peasant incomes. Real wages 
per wage-earner rose everywhere less than income per 
head of the population due to an increased incidence of 
employment within the family, and in some countries 
(Hungary and the Soviet Union) to a more than propor- 
tionate expansion of farm incomes. Non-employment 
incomes, from social welfare funds and the like, seem to 
have kept pace with the expansion of income from employ- 
ment, and in some countries rose somewhat faster. Policies 
concerning consumer prices continued to vary between 
countries, virtual stability of prices being maintained in 
the German Democratic Republic and in the Soviet Union, 


TABLE 28 


Real income per head of total population, wage-earners and peasants, 1960-1971 


(Indices and percentage changes) 


1961-1965 1966-1970 Percentage change from preceding year 
(Index, 1960 = 100) (Index, 1965 = 100) 1970 1971 
Actual Plan ictal 1967 1968 1969 ISTO Bis 2 Plon 
Bulgaria 
Total populations. ....... 125 130* 132 10 7) 3 5 Я 5.4 
Е 5 5 bo noo 8 112 125-130 136* 13 2 3} 
Peasants а... 142 130 118* 7 —1 —1 
Hungary 
otalipopulationmemrsm arn ie 121 114-116 134 5 6 6 af? a8 5.0-5.5 
МО соьвосон 119 114-116 130 5 6 6 6-7 4.5-5.5 Hn 
Peasants amen ees fa 121 115-118 140 9 8 6 7-8 
Poland 
Е cae ee ce ee re 113 100 1 1 —5 —2 
Soviet Union 
Potalipopulationmes: a aan 119 130 133 7 6 5 5.2% SS 4.7 
ЕЕ o 5 6 5 6 0 6 7 109 120* 4 4 3 She 
ИС ое fap Coenen esis 137 9 
of which: 
Byelorussian SSR 
Total population ...... 125 136 6.5 с 6 5 
Ukrainian SSR 
lotalspopulationmrsns:.emne 130 133 5 5 5 4.5 


Sources; National statistics, plans and plan-fulfilment reports. 


МотЕ.— For Bulgaria and the Soviet Union incomes include the material cost 
of free services provided by the State. 


в Incomes from agricultural activities spent on consumption and non- 
productive investment. 


Ъ Per wage-earner. с Per farmer. 
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TABLE 29 


Nominal and real wages per wage-earner 


(Indices and percentages) 
ea Re О 


1966-1970 


Percentage change from preceding year 


1961-1965 
(Index, 1960 = 100) 


living standards in the region that during the 1966-1970 
period retail sales grew significantly faster than during the 
1961-1965 period in all countries (table 31). On the whole, 
the acceleration of sales applied more to industrial goods 


Ind = 
Actual ee ad 10) 19D 1968s Лобо 1970 uae ed 
Bulgaria 
Nominal wages. ........, 117 
State retail price index 106 a me я г к 
| Е И ео sons 110 117 ios a в. 
Czechoslovakia ; ; | 
Nominalswages.. 00.5 fod. 2. 109 
Cost-of-living index. ..... 103 ats ice ae 1D ic fe ite = 
Realiwacesw Puy В. ее 106 118-119 119 3.9 7.0 6.1 1.0 1.0 3.3 
German Democratic Republic 
IWominal wages. i... ... 114 
Retailyprice.index . 4 <«. . « « 101 о ie Le 
Realawagesae lemme. ео veo 113 2.2 4.4 4.5 
Нипгагу 
а ре 112 4 * 
Cost-of-living index... . . 103 = ян р 
С Е. пе а я 109 109-110 118 т! 2.3 4.5 са.4 2.5-3.5 2.5-3.0 
Poland 
INominal'wages*.s5 25s). ес 120 120 4.0 3.8 3.2 5 
Cost-of-living index... . . . li р 108 ee ry 
Realiwacesh, а п: 108 110 110 2:5 1.3 1.7 1.2 
Romania 
Momimaliwages.. .°.-. 5. . ss 131 129 3 3 4 
Cost-of-living ш4еха ..... 107 A 108 — 3 2 ais ae 
Ва А Се oe canes se ee : 122 125 120 3 — 2 8 8.8 
Soviet Union 
INOMMNAL WARES не 120 120 126 4.5 7.6 3.7 4 3 2.8 
Byelorussian SSR 
Nominal WARES. ен. . 128 124 131 8 4 4.6 4 3.5 
Ukrainian SSR 
Nominal wages; 3 - =<... . 120 120 123 3.1 7 3.2 4.2 2.8 2.3 
Sources: National statistics, plans and plan-fulfilment reports. = Derived from the other two series. ъ Productive personnel in industry. 
but some increases—amounting to about 10 per cent over TABLE 30 
the period—occurring in Czechoslovakia and Poland. НЕРВ 
However, complaints were made in various countries that (Percentage increase from preceding year) 
unauthorized increases in prices had occurred through 
shifts in the structure of supplies. 1966 1967 1968 1969 1970 
On the whole, real wages (per wage-earner) appear to 
have increased faster in the 1966-1970 period than during Bulgaria. ........ 17.6 19.8 110 167 д 
the preceding five years (table 29), the acceleration being bao nin lg ера т ie fn ae ok 
. . . + : H nga and Czechoslovakia. erman Democratic Republic ° . ` 5 —44. 
particularly visible in Hungary Hungary ......... 128 7.7 17.6 20.4 са.20 
In 1970, supplies of consumer goods rose only a little poland ......... 22.4 205 152 160 641 
in Czechoslovakia and Poland in comparison with the Romania ........ is к 4 ся 
preceding years, whereas a marked acceleration occurred Soviet Union. ...... 22.4_ 17.5 20:4 оО 
in Hungary. It is a sign of the general improvement in Urbane она 20.9) 16:65 20.2006 18.9 
Ruta de cps ork eer 26.7 19.2 21.1 18.0 


Sources: National statistics and plan-fulfilment reports. 
® End-of-year data. 
> At mid-1970; no end-of-year figure has yet been published. 
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TABLE 31 


Volume of retail trade turnover 
(Annual percentage change) 


1970 1971 

-1965 — 1966-1970 

а Average 1967 1968 1969 1970 Plan Plan 

Albania ь 

ЕЕ Зо 0k она 6.6 9 9 5 8 

Bulgaria 

Totalisalésa ес а. 5.4 8.7 11.6 0:5 7.8 8.1 7.7 6.8 
Rood И ee) 51 | : 2.5 8.2 be a Hea 
INon=f00d ) ово oo) ees sae 5.8 13.7 11.4 7.5 

Czechoslovakia» 

Motalisales: в, И, оне 2.3 6.5 5.2 13.0 9.3 2.22 eit 6.0 
РОО ee ke eee 23 ne 4.2 6.8 6.1 3.8 
INON=fO0d ee. us Belen ele es fae eek 2.4 6.4 20.4 8.5 8.4 

German Democratic Republic 

аа ео 1.4 4.6 3.9 4.9 6.0 4.2 4.3 2°4 
Foods tm о ns 2.0 4.4 4.6 5.2 3.5 3.6 
Е фа о ю о 0.8 4.9 3.4 5.3 6.9 ee 5.1 

Hungary 

Totalisalest teh в. с с. 5.4 8.6 10 7 8 вЫ 9 9-10 
ее. 6.0 7.0 ii 9 a 8 8 
INOR-f O00 Me 3 eure anes een 4.4 10.3 11 8 7 16* 10 11-12 

Poland 

MOtAUSAIES! Ausis lor keuke Se Ree 6 4.5 6.1 4/4 7.1 6.3 3.8 555) 

HOOdME a ere SN GIStes Hoot we ees 3.6 Dall 7.0 7.0 4.8 125 
INGn=fOOd а а be. he Cah Sica Sy 6.6 6.9 7.6 73 5.6 

Romania 

оао ео, а ое 7.4 8.2 9.7 8.8 4.7 8.6 
о ine eee to cee о 8.4 7.8 7.0 6.6 5.4 9.4 
INOH-1OOG Pee. Gs ео 6.7 9.2 12.1 10.3 3.5 7-7 

Soviet Union 
аа с есь 5.9 8.2 9.3 8.3 Иа 7.4 6.3-7.2 6.4-7.4 
НОО о. ahs ore Blake 6.4 5.4¢ 8.5 det 6.2 55 
С о he See ae Sad 5.8¢ 10.5 10.3 8.7 

Byelorussian SSR 

а SACS Sarena cst Ge Gh ene ee 7.6 11 13 12 8 10 8.1 8.2-9.1 

Ukrainian SSR 

Wotalisales Maen 2 ss < Suk Ramos 7.0 8.3 8 7 7 6.7 8.2 


Sources: National statistics, plans and plan-fulfilment reports. 


than to foodstuffs, reflecting desired shifts in the structure 
of demand, though in most cases not on the scale actually 
planned. In spite of the visible improvement in supplies 
of consumer goods, particularly consumer durables, some 
shortages persisted throughout the period and often co- 
existed with surpluses of unwanted articles. Supplies of 
meat were often below the actual demand, in spite of the 
already high consumption levels. Services, particularly 
repairs of household durables, vehicles, petrol stations 
and industrial laundries, continued to lag behind the needs 
of the consumers. 


Housing construction picked up somewhat in 1970 in 
some countries (Czechoslovakia, the German Democratic 
Republic, Romania, Soviet Union) but usually progress 


® At current prices. 


Ъ In the socialist sector, 


was not fast enough to make up for past arrears, and the 
medium-term plan targets were generally not met; how- 
ever, the volume of urban construction, though high by 
any standard, was not sufficient to satisfy the growing 
needs, due partly to past neglect of the housing sector and 
partly to the rapid growth of the urban population. 


Developments in individual countries 1 


In Bulgaria, the 1970 target for an increase of 7 per cent 
in real income per head of the population was not met, 
but the 5 per cent increase actually attained was consid- 


_ 13 No data on incomes per head were available for Albania at the 
time of writing. The value of retail trade turnover was reported to 
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erably above the tates of the two preceding years. Thanks 
to the very rapid expansion of incomes during the first 
two years of the current Five-year Plan, the medium-term 


plan target of a 30 per cent growth appears to have been’ 


slightly exceeded. At the time of writing no data were 
available for trends in wage-earners’ and peasants’ 
incomes in 1970, but if the gains of that year were more 
or less evenly distributed between these two categories 
then wage-earners’ incomes would be some 36 per cent 
and those of peasants more than 18 per cent higher than 
in 1965; and it appears certain that the peasants’ gains 
were markedly below the medium-term plan targets, 
whilst wage-earners did somewhat better than expected. 
During 1968 and 1969, when the performance of agri- 
culture was poor, peasants’ real income actually fell 
slightly. It will be recalled, however, ‘that during the 
preceding five-year period, i.e. 1961 to 1965, farm incomes 
rose steeply by some 40 per cent, compared with a rela- 
tively small increase in wage-earners’ incomes of some 
12 per cent. 

Nominal wages of industrial personnel are reported to 
have risen by 4 per cent in 1970, and those in other 
sectors probably increased by similar amounts, since the 
main factor responsible for the rise—an increase in the 
minimum wage—was common to all wage-earners.1% 


The report on the fulfilment of the 1970 Plan contains 
no information on movements of prices or of savings of 
the population.’ Total retail sales rose by 8.1 per cent, 
somewhat more than planned, but little is known about 
changes in their structure. There have been further 
improvements in supplies of consumer durables, and 
deliveries of foodstuffs must have been better than in the 
preceding year, as agricultural output rose; but the 
demand for meat and some durables was higher than the 
supply. The global value of industrial services was only 6.8 
per cent greater than in the preceding year, but garage 
services increased by 28.8 per cent and repairs of consumer 
durables by 20.6 per cent. 

The number of dwellings constructed in 1970 was about 
a quarter higher than in 1969. In 1971, about 45 thousand 
units are to be built. During the 1971-1975 period, a 
total of 250 thousand dwellings will be constructed by 
the State and housing co-operatives, and the per capita 
living area in towns should increase from 9.9 square 
metres in 1970 to 11.2 square metres in 1975. 

Real income per head of the population should grow 
by 5.4 per cent in 1971,1% and retail sales should be 6.8 


have been 5 per cent higher in 1970 than in 1969—the slowest rate 
of increase since 1967 and far less than the planned increase of 9 per 
cent. The Plan for 1971 foresees an increase in retail turnover of 
7 per cent. ь. 

104 Effective from 1 April 1970, the statutory minimum wage was 
raised by 9.1 per cent, and lower wage tariffs were adjusted accord- 
ingly. 

2 On 1 September 1970 prices of some articles—cheese, canned 
foodstuffs, “cultural” goods—were lowered. Some increases In fruit 
and vegetable prices were reported during the year. 

1% Peasants’ real incomes alone are expected to increase by 
8.9 per cent, T. Denev, Rabotnichesko Delo, 6 January 1971. Accord- 
ing to the same source, total money incomes of the population 
should be 6.5 per cent above the 1970 level, and those of the farming 
population as much as 11 per cent higher. Thus implementation of 
the income plan depends very much on fulfilment of the output 
target in agriculture, a 7.1 per cent growth being postulated. 


per cent above the 1970 level. An improvement in the 
quality and range of consumer goods is envisaged by the 
plan, as well as a 17 per cent expansion of industrial 
services. Deliveries of cars are expected to double, from 
about 20 thousand in 1970 to 40 thousand in 1971. The 
new 1971-1975 Five-year Plan foresees an expansion of 
real income per head of the population of 25-30 per cent 
and an expansion in the volume of retail sales of some 
38—40 per cent. 


The balance of supply and demand in the markets for 
consumer goods, which was seriously upset in Czecho- 
slovakia in 1968 and in 1969, appears to have been largely 
restored in 1970 by stricter control of incomes and a 
general improvement in supplies. The deflationary meas- 
ures introduced by the Government included, on the 
demand side, a virtual halt to both wage and employment 
expansion 197 and, on the supply side, a greatly increased 
volume of imports, including a 25 per cent rise in imports 
from non-socialist countries. In the circumstances, the 
official index of the cost of living rose by 1.6 per cent in 
1970 compared with 1969; in the course of 1970 the cost 
of living remained virtually stable. The actual rise in the 
level of consumers’ prices was certainly somewhat higher 
due to apparent shifts of supplies towards more expensive. 
items.1 Moreover, a major part of the recovery was due 
to restored confidence in the value of the national cur- 
rency, as reflected in an upsurge of personal savings 
deposits, after two years of sharp decline in the savings 
ratio. The struggle against inflation is by no means over, 
as witnessed by the preoccupation of the 1971 Plan with 
the problems of the internal market equilibrium, particu- 
larly with structural adjustments. 


After two years of steep and above-plan increases in 
the total money income of the population in 1968 and 
1969, an expansion of nearly a quarter above the level of 
1967, the 4 per cent increase in 1970 was modest and 
anticipated. As employment in the socialized sector of 
the economy remained almost unchanged? and the 
average nominal wages rose by a mere 2.6 per cent, a 
large part of the increase in total income was accounted 
for by an 18 per cent growth of sickness benefits, by 
higher pensions in the lower pension groups, and the 
introduction of highly paid maternity leave to employed 


107 One manifestation of a better balanced economy in 1970 was 
a reversal of the relative trends in the growth of labour productivity 
and of average wages in industry: 


Percentage change from preceding year 


1968 1969 1970 


Labour productivity ... . 4.0 4.4 1.9 
Average wage. ...... 6.5 6.1 4.3 


108 The average price level of consumer goods sold in 1969 was 
17 per cent higher than in 1967, and of this increase 6 percentage 
points were reported to have been due to structural shifts to higher- 
priced goods within some expenditure categories. This trend appa- 
rently continued in 1970, when it was intensified by increased deliv- 
eries of imported articles bearing a high price. See also footnote 115. 

10° The increase was 1.3 per cent against 1.6 рег cent planned, 
indicating some exhaustion of labour reserves. In the Czech Lands 
employment rose only 0.7 per cent and industrial employment 
actually declined slightly. 
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Czechoslovakia: money incomes and expenditure of the population 


(Annual percentage changes) 


1966 


1967 1968 


Total: money 3 wenn ne meee Sal 
Wages: cas Mom Shen eae canto а tam ears 5.3 
Incomes топаз ине ве yeni 4.0 
Pensions and social benefits ........ 4.5 
Othersincomesiieee-kae. Пн, eee. Se 12.6 

Actual money expenditure 
(excluding savings and cash-holdings) 57 


7.4 11:9 11.4 4.0 

И 10.9 9.9 за 4.2* 
10.8 151 8.3 1.6 

4.7 15.4 о) 7.6 

11.8 12.5 el 

6.4 12.1 12:3 1.8 


ee ee ee ee eae ee ee 


Sources: National statistics, plans and plan-fulfilment reports. 


women with two or more children.“° Incomes from agri- 
cultural activities rose by only 1.6 per cent, pari passu 
with the growth of output. 


Average real wages were reported to have risen by 
around 1 per cent, implying an increase in the cost of 
living of some 1.5 per cent, exactly as envisaged in the 
annual plan. Over the period of the 1966-1970 Plan, real 
wages rose by 19 per cent, meeting the plan target; this 
was a much faster rate than that recorded over the 
preceding five-year period. 


The figures below show changes in savings and cash 
holdings since 1966: 


Annual increments in billion Kés 


1967 1968 1969 1970 

Total savings and cash holdings. 6.9 6.8 5.9 10.3 

Savings deposits ...... 5.6 3.9 4.9 9.9* 

“НИ оо оюзь с 1.3 2.9 1.0 0.4* 
Increments in savings and hold- 
ings as percentage of money 

ITICOMES оби 4.0 9.5 22 4.6 


In comparison with the preceding year savings deposits 
doubled in 1970, while at the same time cash holdings 
were halved. These trends were more pronounced in the 
Czech Republic than in Slovakia. For instance, the 
increment in savings deposits between 1969 and 1970 was 
160 per cent in the Czech Lands, but was only 16 per cent 
in Slovakia. 


Supplies of all consumer goods rose quite fast during 
the first half of 1970 (by 11.5 per cent) but seem to have 
dropped markedly during the second half of the year. The 
total value of sales in the main trade networks in 1970 was 
only 2.2 per cent above the 1969 level, allowing some 
replenishment of stocks reduced during the two preceding 
years by panic buying. 

Increased supplies were reported of meat, textiles, 
radios and television sets, but shortages of building ma- 


10 The latter was largely a population policy measure aimed at 
encouraging working women to increase their family size. Partly 
as a result of various pro-natalist measures introduced during the 
last few years, and partly on account of purely demographic factors 
(such as the increase in the number of women of child-bearing age), 
the annual number of live births rose by 2 thousand in 1970. 


Ul Rudé Prdvo, 2 February 1971. 


terials, fuel and children’s textiles persisted. Sales of 
passenger-cars were at the level of the preceding year 
(86 thousand), and by mid-1970 the waiting list had 
lengthened to 316 thousand applicants (not all of these, 
however, with definite buying intentions). 


Housing construction was about a quarter up on the 
level of the preceding year and hit a post-war record of 
107.7 thousand dwellings. However, over the period of the 
1966-1970 Plan only 435 thousand dwellings were con- 
structed compared with the plan target of 460 thousand. 


A faster rate of growth of personal consumption and 
incomes is foreseen for 1971, the former being planned to 
rise by 6 per cent and the latter by 5.9 per cent. Real wages 
per wage-earner should be 3.3 per cent up on 1970. An 
improved structure of supply with price stability is one of 
the main policy targets of the 1971 Plan. 


In the period 1966-1970, real income per head of the 
population in the German Democratic Republic increased 
by 22 per cent, or by 4.1 per cent annually, a rate corres- 
ponding to the upper limit of the medium-term plan 
target. In the last year of the plan period, however, the 
expansion of incomes and consumption slowed down and 
this downward movement seems to be extrapolated into 
1971. 


In 1970, total money incomes rose by only 3.3 per cent. 
Given the stability of the population size (the rate of 
natural increase of population was zero in 1969 and, prob- 
ably, also in 1970) and the steadiness of prices, this rate 
must be about the same as that for real income per head 
of the population. 


An unusual feature in 1970 was an apparent decline in 
personal savings deposits. No final figure has yet been 
published for 1970, but in mid-year deposits were 4.5 per 
cent below the level of mid-1969, according to the half- 
year report on plan fulfilment. This dis-saving was clearly 
instrumental in raising the level of retail sales by 4.2 per 
cent, i.e. somewhat faster than that of money incomes. 


As in the preceding year, sales of industrial goods 
increased faster than those of foodstuffs, by 5.2 against 
3.5 per cent. This difference was planned, but it was no 
doubt influenced by reduced supplies of foodstuffs. 
Between 1966 and 1970, the total value of sales rose by 
25 per cent, but sales of industrial goods exceeded only 
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marginally those of foodstuffs. In 1970, State deliveries of 
meat and milk were slightly lower than in 1969, but those 
of poultry and eggs increased allowing a significant expan- 
sion of sales. Supplies of fresh fruit and vegetables also 
Increased. Imports of tropical fruit and beverages 
remained at the level of the precedihg year in volume, but 
their value must have risen following increased pricés. 


; Some temporary difficulties occurred in the supply. of 
industrial goods for current consumption, but the main 
problems were due to limitations of choice and quality 
rather than quantity. For instance, some lower priced tex- 
tiles were reported to have been in short supply. On the 
whole, households are now fairly well equipped with con- 
sumer durables, nearly 70 per cent having a television set, 
and about 50 per cent a refrigerator and a washing 
machine. As in 1969, there were some shortages of fuel 
and electricity supplies as a result of the impact of extreme 
weather conditions on output as well as on demand. 

The targets of the 1966-1970 Plan for consumer services 
were not fulfilled mainly due to manpower shortages; they 
remain relatively underdeveloped and progress in 1970, 
if any, was small. The increase in services performed by 
dry cleaners and laundries was insignificant, and in some 
regions their volume even declined. Enterprises specializ- 
ing in repairs of electrical and technical consumer goods 
increased their output slightly, but demand could not be 
entirely satisfied. 


Housing construction picked up after some setbacks in 
1969 and reached the volume of preceding years at 
around 76 thousand newly constructed and renovated 
dwellings. Over the period of the 1966-1970 Plan, 364 
thousand such dwellings were completed, somewhat less 
than during the preceding plan period. 


At the beginning of 1971 a series of measures will 
become effective which aim at a further redistribution of 
income between various categories of the population. 
Minimum wages will be raised from 300 to 350 Marks, 
and wages below 435 Marks will also be increased. Some 
manual workers in public service, schools and hospitals 
will gain some 40-60 Marks per month from wage-rate 
increases, and shift-workers in health services, communal 
services and railways will benefit from special incentive 
bonuses. In addition, the minimum pension for some 
2.3 million persons will be raised by 10-20 Marks per 
month, and the conditions for participation in voluntary 
additional pension schemes will be improved, partly 
through increased contributions by enterprises. 

These improvements in the situation of the lower-paid 
members of the population will be partly financed by 
increases in income-tax levied on such relatively well-off 
groups as members of liberal professions, private and 
co-operative industrial handicraft workers, and some 
unearned income receivers. 

The extent of the redistribution of income resulting from 
these measures is not clear, but it might be considerable in 
view of a surprisingly small 1971 target for the expansion 
of retail trade and consumption, by 2.4 and 2.7 per cent 
respectively. However, these rates, given in value terms 
might be somewhat higher at constant prices, since, by a 
government decree, retail prices of many industrial соп- 
sumer goods were reduced by some 20-30 per cent, with 


effect from 1 February 1971. Among those affected were 
electrical household appliances, washing machines, tele- 
vision sets and some 5,500 clothing articles. On the other 
hand, prices of strong alcoholic drinks were increased by 
an average of 20 per cent. Again, it is not possible to 
evaluate- the net impact of these price changes on the 
purchasing power of incomes. It would seem that signifi- 
cant gains by consumers are expected, if one is to judge by 
a statement made by the Prime Minister drawing attention 
to imbalances in the income and expenditure accounts of 
the population incorporated into the 1971 Р1ап.112 


In Hungary, domestic supplies of consumer goods 
greatly increased and imports had a steadying influence on 
equilibrium in consumers’ markets in 1970 after the con- 
cern of the preceding two years. In 1970 total money 
Incomes again rose by about 9 per cent, faster than the 
wage fund alone which was 7 per cent above the level of 
1969. Much of the deceleration in the expansion of the 
wage fund was due to a slowing down in the growth of 
employment which had been excessive both in 1968 and 
1969. By contrast, social benefits and peasant incomes 
grew relatively faster than total income in 1970, as can be 
seen from the text-table below: 


Hungary: gross money incomes of the population 


1969 Annual percentage change 


(billions of 
forints) 1968 1969 1970 
Total money incomes ... 181.8 7.8 9.1 9 
Wages and wage-like 
INCOMES gem ies. Tener 101.2 6.1 10.0 q 
Peasant incomes 30.9 2.2 8.2 12 
Incomes in private sector. 9.3 6.4 2.6 
Social benefits ..... 19.3 9.4 9.2 15 
Other incomes ..... 10.5 14.4 12.8 
Credits to population . . 10.5 Вы 21 


Sources: National statistics and plan-fulfilment reports. 
в Preliminary estimate. 


With consumer prices only 1.2 per cent higher, average 
real wages (per wage-earner) rose by about 4 per cent, but 
per capita real income of wage-earners showed a faster 
increase, reflecting a more than proportionate improve- 
ment in non-wage incomes and a higher incidence of 
employment in the population. In spite of the poor per- 
formance of agriculture, at least in relation to the preced- 
ing year, real income per head of the peasant population 
was reported to have increased by some 7-8 per cent, due 
to the delayed effect of the excellent harvest of 1969 and 
some increases in procurement and free-market prices. 


Over the period of the 1966-1970 Plan, the gains in 
incomes were remarkable both in relation to previous 
trends and to the plan targets. Thus, real income per head 
of the population rose by 34 per cent compared with 
15 per cent planned, for wage-earners by 30 per cent 
(against 15 per cent planned) and for peasants by as much 
as 40 per cent (against some 15-16 planned). As pointed 
out in the Зовуевх for 1966, the Hungarian income targets 


112 Neyes Deutschland, 11 December 1970. 
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in the 1966-1970 Plan were rather modest compared with 
those of other countries of the area, but it is nevertheless 
clear that the actual performance greatly exceeded expec- 
tations. One outcome of these trends was a further closing 
of the gap between the {ncomes of workers and of peasants, 
which now appears to be quite insignificant. The virtual 
disappearance of this income difference Ваз been held 
responsible for the reduced outflow of agricultural labour 
to the towns. 


The increased propensity to save, already observed in 
1968 and 1969, seems to have continued in 1970, contribut- 
ing to some easing of the pressure of demand on the 
markets for consumer goods. Another sign of improve- 
ment in the supply/demand balance was a 20 per cent 
increase over the year in the volume of wholesale and 
retail stocks, which had remained more or less stable 
during the two preceding years. All this was possible 
because of a 13 per cent expansion in supplies of industrial 
goods from domestic production and a virtual doubling 
of imports of industrial consumer goods at the same time 
as exports remained stationary. Imports of food and raw 
materials for food processing also expanded rapidly, by 
about one-half compared with the preceding year. As a 
result about 20 per cent of total retail sales consisted of 
imported goods. 


The total volume of sales was about 11 per cent greater 
than in 1969 and there was a welcome and very marked 
shift in their composition, food items expanding by 7 per 
cent and industrial goods by as much as 16 per cent. The 
latter figure was well above the plan target of an annual 
increase of 10 per cent. Final data on sales of individual 
commodities were not available at the time of writing, but 
there has been an impressive improvement in the supply 
of motor-vehicles. Sales of cars rose by more than 80 per 
cent (after two years of stagnation) and of motor-cycles 
by 40 per cent. Radios and television sets picked up after 
some setbacks in 1969. According to data for nine months 
only, supplies of eggs and meat increased, but those of 
sugar declined. Cotton fabrics also did better than previ- 
ously, but sales of silk fabrics again declined slightly and 
woollen fabrics increased a little. 


About 70 thousand dwellings were built, bringing the 
five-year total to 320 thousand, compared with 300 thou- 
sand planned. Important changes in housing and rent 
policies were announced at the beginning of 1971, includ- 
ing a steep increase of rents effective from mid-1971. To 
offset this, special allowances will be introduced to be 
withdrawn gradually from expected wage increments over 
a period of several years. This reform has apparently been 
modelled on the Polish experience of 1965.18 


The 1971 Plan foresees a further increase in real income 
per head of population of some 5-5.5 per cent. Real 
wages per wage-earner should go up by 2.5-3 per cent. 
The target for retail sales is again ambitious: the total 
volume of sales should be some 9-10 per cent higher than 
in 1970 and within this total, sales of non-food articles 
should increase much faster than those of foodstuffs 
(12 and 8 per cent respectively). Increased sales should 
match the growth of money incomes, which are expected 


из See the Survey for 1965, part 1, chapter I, pp. 51-52. 


to be 8-9 per cent above the level of 1970. The ratio of 
imports to domestic agricultural output will fall. 


The combined effect of two consecutive bad years in 
agriculture and the policy of increasing investment at the 
expense of consumption was largely responsible for the 
slower rate of improvement of living standards in Poland 
in 1970. With total consumption rising by about 4 per 
cent, one of the lowest post-war rates, average real wages 
(per wage-earner) rose only by some 1.2 per cent and 
peasants’ consumption income from agriculture declined 
by about 2 per cent.1™4 In 1970, peasant incomes spent on 
consumption and housing were at the 1965 level; whereas 
average real wages per wage-earner rose over the period, 
according to official figures, by 10 per cent. This was 
precisely the target of the Five-year Plan, but it was 
considered very modest at the time and there were great 
hopes that it would be exceeded, particularly in view of 
the very slow expansion (8 per cent) of real wages between 
1961 and 1965. Indeed, the real improvement was probably 
even slower than that indicated by these figures, as it has 
been repeatedly stated that the official cost-of-living index 
fails to take into account a number of hidden price 
increases.145 On the other hand, income per family grew 
considerably faster throughout the 1960s, thanks to the 
increasing ratio of income-earners in the family.“ 


General dissatisfaction with the slow pace of improve- 
ment in living standards during the last decade was the 
basic cause of the social unrest which came to the surface 
towards the end of 1970; it was triggered off by the 
announcement of large increases in food prices and by the 
introduction of a new system of incentives in the enter- 
prises. The increase of retail prices, introduced on 13 
December 1970, and rescinded in February 1971, would 
have led to an increase in the general level of food prices 
estimated, rather optimistically, at 7 per cent. This was 
expected to be largely offset by the simultaneous reduction 
of prices of many consumer durables and by increases in 
family allowances. Whatever the net impact might have 
been, there is no doubt that this price reform would have 
hurt the lowest income groups, and could hardly have 
been implemented under conditions of virtually static 
incomes.” This general stability of incomes was also the 


14 However, there has been a tendency among farmers to devote 
a higher proportion of their incomes to productive investment; 
thus, total peasant incomes (from agriculture) increased by 2 per cent 
in 1970, but expenditure on productive investment by 7 per cent. 


15 An article in Trybuna Ludu of 31 January 1971 revealed and 
denounced several ways of manipulating prices. The most wide- 
spread is probably the replacement of cheaper by more expensive 
items, the price difference exceeding any difference in quality. 
So-called ‘novelty’ prices, temporarily granted to enterprises to cover 
their high initial costs, tend to be maintained for ever. Often, 
products are changed by the introduction of cheaper materials, but 
prices remain unchanged. Also, abuses have been reported when 
prices are marked up because of more attractive wrappings, etc. 
Hidden price increases were subsequently referred to in the report 
on plan fulfilment and were criticized by the General Secretary of 
the United Workers’ Party. 


"6 The average number of wage-earners per family rose from 
1.52 persons in 1965 to more than 1.60 in 1970. Thus per capita 
real wages must have increased over this period by more than 15 per 
cent compared with a 10 per cent growth of wages per wage-earner. 
_ 17 1 is certainly a long-term desideratum of consumption policy 
in Poland, as well as in other countries of the area, to change the 
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principal weakness of the new incentive system, particular 
objections being raised to the clauses reducing overtime 
earnings. The reform was revoked soon after the new 
administration took over, and was replaced by a simpli- 


fied system linking bonuses and premia to productivity 
trends. 


As shown in the table below, total money incomes of 
the population rose by around 4 per cent in 1970. One 
reason for this small increase was the feeble growth of 
the wage-fund, the size of which was influenced by the 
slow expansion of non-agricultural employment (1.6 per 
cent); but the average nominal wage was only 2-3 per cent 
higher than in the preceding year. 


Poland: gross money incomes of the population 


Annual percentage change 


1968 1969 


19 
(billion zlotys) 1970 


Total money incomes . . . 433.2 7.8 55 4* 

Wages and wage-like 

payments „= 309.4 7.8 5:5 4* 
Sickness and other benefits 16.5 8.5 25 1* 
РЕНО. Г. 29.3 21.1 16.4 15 
Peasant money incomes . Ses 14 —9.0 
Money incomes in private 

sector outside agriculture 24.5 9.5 1.7 


Sources: National statistics and plan-fulfilment reports. 


Much faster growth was recorded for pensions (15 per 
cent), due partly to an increase of about 8-9 per cent in 
the average old-age pension and partly to a sharp increase 
in the number of pensioners following a more than 
proportionate increase in the number of old people in the 
population. Since peasants’ incomes spent on consumption 
declined and the reported expansion of investment was 
probably a reflection of an increase in livestock numbers, 
total farm incomes could not have increased much, if 
at all. 


No data have yet been released for savings deposits 
and cash holdings, but, thanks to the brake on incomes, 
the over-all balance of supply and demand seems to have 
been maintained in spite of an unusually small expansion 
of the volume of retail trade, by 3.8 per cent against 5.5 
per cent planned. As already mentioned, the cost of 
living rose by 1.2 per cent, and this was largely a result 
of higher prices for alcoholic drinks, coffee and certain 
services. The price reform referred to earlier had virtually 
no effect on developments in 1970. 


Apart from alcoholic and other beverages, supplies of 
foodstuffs were generally better than in the preceding 
year, but below both the plan targets and the levels of 
effective demand. Shortages of meat, fish and most dairy 
products were reported in spite of some diversion of 
exports to the domestic market. Deliveries of coffee and 
cocoa were about 40 per cent less than in 1969, following 


structure of effective demand towards a higher share of goods of 
industrial origin and a lower share of foodstuffs; and appropriate 
and well-timed price changes could and should be used as an instru- 
ment for implementation of such policies. 
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severe import restrictions. On the other hand, sales of 
poultry and margarine increased sharply, exceeding plan 
targets. However, the total volume of foodstuffs sold in 
1970 was only 1.5 per cent higher than the preceding year, 
while non-food items increased by 5.6 per cent. Among 
textiles, sales of knitwear goods expanded by some 17 
per cent and some fabrics, such as silk and linen, did 
better than in the preceding year. Sales of furniture and 
many durables increased in volume. Deliveries of cars 
were 18 per cent higher, but those of other means of 
transport (bicycles, mopeds and motor-cycles) remained 
stationary or declined. 


Structural imbalances in supply were reported: short- 
ages of some goods, such as cotton textiles, warm under- 
wear and leather shoes coexisting with surpluses in other 
items, particularly in clothing.1!8 The value of paid services 
increased by 12.4 per cent and the annual plan target was 
exceeded, but the pace of improvement was considered 
still inadequate in relation to demand. 


In the State sector of housing, the number of completed 
dwellings was a few per cent less than in the preceding 
year, but no data on the co-operative and private sectors 
were available at the time of writing. Over the five years, 
1966 to 1970, nearly 690 thousand dwellings were built by 
the State sector, some 5 per cent less than planned, but 
about one-third more than during the preceding five years. 
Between 1966 and 1970, the stock of urban dwellings 
rose by 14.8 per cent while the urban population grew by 
9.2 per cent. 


The final figures of the revised 1971 Plan are not yet 
published. It appears, however, that the original targets 
for increases in incomes and consumption have been 
raised. Thus, average wages are to rise by 4.2 per cent 
rather than 1.5 per cent. This will largely come about by 
increasing minimum wages and incomes in the lower 
income brackets; family allowances and pensions will 
also increase, the former differentiated according to family 
income. The improvements will involve an additional 
expenditure of 8.6 billion zlotys (equivalent to some 2 per 
cent of total personal income) and will benefit 5.2 million 
persons and 4.7 million children."° In real terms, con- 
sumers will also benefit from the price cuts on industrial 
goods announced in December 1970, now that the price 
increases for foodstuffs have been cancelled. Promises 
were made to stop hidden price increases. It is planned to 
increase output of consumer goods not only in light 
industry but also in the electrical and chemicals branches; 
and expansion of handicrafts and of imports of consumer 
goods is expected to contribute further to an improvement 
in supplies. In the longer run, the housing construction 
plans have been increased by a quarter for the period 


118 At the end of the year, trade stocks (at current prices) were 
6 per cent above the end-1969 level, but the absolute increment was 
about one-third less in 1970 than in 1969. 


19 The statutory minimum wage was raised from 850 to 1,000 
zlotys per month. For families with a per capita monthly income 
below 1,000 zlotys and for farmers owning less than one half- 
hectare of land, children’s allowances were increased as follows: 
from 70 to 110 zlotys for the first child, from 105 to 150 for the 
second child, from 135 to 190 zlotys for the third child and from 
155 to 210 zlotys for the fourth and following children. 
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TABLE 32 


Retail sales of selected products 


(Annual percentage change) 


eS ОВ ee ee ОЕ и 
Czechoslovakia* 


Bulgaria 

1966 1967 1968 1969 1970 1966 1967 1968 1969 1970 
Меди бо ees 5 7 —14 11 
Мед ргови с о Comes 11 7 —17 18 4 2 5 - 
О es GORY о 6 8 35 7 ge —3 —3 6 —8 
ВоНе re ete et see te ees ИР 9 —1 21 Re — 1 7 2 
М SRN Г, Вы eae 6 10 —1 9 Fs 1 6 —3 —2 
G@heese? Sameer eer ete att ce ete al 8 8 —23 10 ae 6 10 7 9 
Коро ac ine css ga ee 8 5 10 11 Be —2 2: —1 —1 
о а ес 14 —1 — —11 .. 55 ) —5 —5 
Ereshavesetabless с оовровбоюов 16 —4 4 6 2. —1 5 —10 —4 
О ОЕ «6 6 8 66600 9 4 10 15 —3 5) 5c 3 13 19 9 
Cotton fabrics ww oui.) seen ni ees —5 — 11 — aE —3 —1 34 —4 
ЕАМ ола 13 q 14 3 ae —1 1 7 11 
Ready-madeclothing ........ 19 13 4 — 9 1 
Footwear. совы мена ЗЫ 15 6 5 5 2 —1 10 1 
Bicycles’ go> пе с Зак их ie = 32 9 20 9 
Motor-cycless SCOOtEES <a sen ine —26 13 —25 —15 —25 —16 2 24 
АЕ В ооо 6 o 5 6 6 6 22 14 с 3 12 24 —10 
Refi ZeratOrsee = oe sae can ce cies 21 39 5 11 15 15 10 13 
КОИ NES “Ss 5 бобов —27 14 44 10 —4 5} 64 8 
VEGI GOEINSR = 5% 6 2 ob & one at us ah a ae ae 
Watches etme © o# ce. eb tee renee 13 13 47 —6 — — 28 13 
Мог са our. che ооо 42 45 14 —4 66 34 18 12 
RAGIOS Mecano eae as Wl 6 5 —3 2) т) 16 28 
ПАК, ое О оо о-ва 57 35 50 —1 26 —19 30 —10 
ор eee ste) cos ease 7 20 10 9 3 — 17 24 

German Democratic Republic® Hungary 

1966 1967 1968 1969 1970 1966 1967 1968 1969 1970 
Meat о Ме. te ine ee —17 В 12 3 5n 
Meat products о. bs 4 4 2 —12 10 8 17 6 
ТВ орла ete rao. ae oe oe 2 —4 3 —2 6 3 —1 й —7ь 
ВО eeene taper ce ko) eas eee 4 т 2 — 3 2 — 25 10 8в 
Milken fort Soe atts ae сы В — 2 9 3 8 3 6 3 2% 
Cheese sees pee sain Sh. ee rcs 3 4 1 5) —7 5 37, 10 5n 
DSS а eres oar Ste Wah Scr we 3 2 1 7 9 5) —6 —1 1 Qh 
ЕЯ о рее Ble tee ce Baked 44° 3 —18¢ 16° 4 
iPreshivegetables-.)- нь 6 | в. 19 —10 р . 
WOOT по oo eo bo 6 6 11 4 10 5 Зв 
(СОЗ Soc оао иде < —12 =) 19 as 11 
Ве ое are ie 22 — —3 —2 25% 
Ready-made clothing®. ....... 56 3 9 7 10 ae 
IROOLWEAL Ise, о, et Pah 3 — — 9 2 5 4 9) 6 
IBICYCICS teehee о mean 5 3 27 —1 40 11 1 
IMotor-cycless;scooters) sa. ann cuneate —7 —14 —1 — 39 15 51 —15 42 
АИ 6 о smite enna —4 3 19 —16 18 —8 —2 —3 
о А и cen. 2 14 1 7 33 9 24 32 19 
Sewingimachines 5 о ооооооов 29 == 1/3} 8 —20 13 80 10 16 
Wacuumicleanicnsin sim meas сосоов : й —12 ==9) 40 9 
Пе о atts ciety ast бет Зе —1¢ 234 64 27 —14 36 8 
Motorcars.” dad os eee ge о ME ра Зо ae A 
IRAGIOS оо: Feet: sane cca tee 28 2 —10 41 49 —4 124 2 38 
ВИ О 23 о ооо 6 6 0 a a 66 —8 —3 —19 —15 10 —4 68 —23 8 
а оо © оао НА, А В 3 7 —5 12 i Ly, 2 15 
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Retail sales of selected products 


(Annual percentage change) 
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ee MIR НОЛАН Ни hh SOOT gy, Fee Sd aren 


Poland® 
1966 1967 1968 1969 1970 
АЕ ite ce wee FO Е 
Meat products ......: .4%%. и 3 1 4 1 
ПОТЕ о о оао о Sela TAG 6 1 6 2 
Butter И У: Oe Ле. 12 13 6 6 : 
I oe ee 3 5) 5 5 Я 
Оо tera once, ВВ ЕВ не ate Sis ve 
LTS сои Е 3 1 2 6 4 
ЗЫ Peng eco cto ee eg ws a 49 —3 5 —10 
АЕ 5 oP. sx st 19 5 --5 4 in 
Woollen fabrics и. 1 1 3 4 —4 
Cotton СИ Gat eee es Ms 12 6 4 —6 2 
Dilksfabricswe. wanes as 6S oN Sk. —2 1 —2 — 4 
Ready-made clothing®. ....... 3 5 9 6 2 
Rootweatua bic. dene Е ВА sms 6 5 3 4 —8 
5 и ео аа. 2 4 4 6 3 
Motor-cycles, scooters. ...... —19 — —3 —22 — 
Washing machines ~. . ...,.. нь. —3 —3 Й —3 —7 
ао о соо аа 19 14 11 —3 24 
SewinenMaAchinesi.i.0.)). Ши... —9 —8 6 3 12 
WACIUIMUCICATICLS ars) Gis мое». © 19 4 3 —7 22 
ао SE о ое —ga 104 134 —74 
ЕЕ ее foul on robes £9; isis 3 —4 72 20 18 
О Ее о Ь а 17 12 3 22 11 
С Бревно ss es 19 —6 4 9 4 
Е: 9 13 8 7 12 
Soviet Union 
1966 1967 1968 1969 1970 
О Е Gute cigera ih ite 
о р ew Г ы iY =. . 
А ме, 5 Sh 5 6 3 1 6 
ЕЕ а ae еще —1 3 Й 10 5 
ПОЙ. дор 9 11 11 12 6 
С se Ne hg fee es ek 6 3 12 16 2 
При, ао де оо а 8 9 10 — 18 
ЕО ОТ Г ит. 18 10 14 —5 18 
Ipreshivegetables чае нь 3 12 1 —2 14 
Woollen fabrics .......... 1 1 6 
MOQECOINTADEICS 5 us о ее 5 4 — | 9 
ТЕЗ, ов eters ss s,s, 7 4 —6 
Ready-made clothing ........ Uf 10 12 9 5 
РОО АА: NIM ca ot eee a) 578; 11 14 10 5 7 
Бисуес да ва. hk) 2. 8 1 2 — 4 
Motor-cycles, зсосйег$........ 7 - я 2 6 
Washing machines ......-+.+- 13 9 9 6 —4 
IRGHISECALOTS# ai) acs мае а © 34 23 20 15 15 
Sewing machines... 5 «. « «= = ; —11 —15 — —3 3 
Wactlumicleaners wa. де +, 0: 12) 14 13 10 7 
WEUGIGEs doce dae ees 8 7 3 3 5 
ЕТО» чер ча oka sos sf es 7 20 7 ie 39 
АЕ ОЗ dks te ee ee ие: —4 3 3 7 6 
Melevisionsets| а 2 Во #1 = 19 7 15 2 al 
[ETT Sener Seo) een Cr mne ag 9 10 8 5 9 


ee лок в ВЕЕР НЕВНЕН НН 


Sources; National statistics. 
а Wrist watches. 


а Deliveries to the retail trade. 
e Current prices (Hungary and Poland). 


> Tropical fruits included. 
f Socialist sector only. 


Котата! 
1966 1967 1968 
11 5 6 
15 10 11 
6 4 5 


9 8 8 
11 
45 

6 oe о 
9 4 10 
8 8 5 
12 1 7 
15 13 10 
16 —6 4 


19 —8 —10 
42 2 = 
15 10 9 


с Tropical fruits only. 
= Including margarine. 


WwW CO —. 


16 
14 


h Nine-month data. 
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1971-1975, compared with the original target 12° and 
substantial progress was promised in “motorization”, 
including construction of a small, cheap car.” 


After three years of insignificant increase, average real 
wages were reported to have risen in Romania by 8 per 
cent in 1970, that is, by nearly as much as foreseen in the 
annual plan. Nevertheless, only the lower limit of the 
plan target of a growth of real wages of 20-25 per cent 
between 1965 and 1970 was met. 


The improvements in nominal wages that occurred in 
1970 were due partly to the revision of salary scales in 
economic branches not hitherto covered by the general 
wage reform, and partly to the introduction of a higher 
statutory minimum wage, which now stands at 800 lei per 
month. Lower income groups have further benefited from 
income-tax reductions and exemptions. 


The report on plan fulfilment mentions that real wages 
rose in spite of increases in the prices of some consumer 
goods, but no details of price changes have been provided. 


On the other hand, because of a bad harvest, total 
incomes of peasants, in cash and in kind, were lower in 
1970 than in 1969, and this in spite of some increase in 
the payments received by the members of co-operative 
farms from the collective. 


Expenditure from the social welfare fund continued to 
increase, the main beneficiaries being wage-earners with 
monthly incomes below 1,300 lei, whose children’s allow- 
ances were raised to 130 lei in urban areas and 80 lei in 
rural areas, partly for social reasons and partly as a 
stimulus to higher fertility. 


The volume of supplies seems to have risen sufficiently 
to meet the increased demand. An 8.6 per cent growth of 
total sales was reported, foodstuffs increasing by 9.4 per 
cent and industrial goods by 7.7 per cent. These were, on 
the whole, better results than those of the preceding year. 
Sales of television sets and refrigerators rose steeply after 
some setbacks during the preceding years, and sales of 
motor-cars increased by 42 per cent. Demand for footwear, 
washing machines, radios and sewing machines appears 
to have remained at the level of the preceding year. 
Supplies of some dairy products (milk, cheese) showed an 
improvement, but sales of meat fell again. Thus the volume 
of food output was 7 per cent short of the annual target, 
with production of meat 12 per cent and sugar 28 per cent 
less than planned. Output of meat was only 2 per cent 
above the 1969 level, while sugar fell considerably. It 
seems that the reported expansion of sales was due in part 
to increased imports, the volume of which rose by 12 per 
cent. | 


Around 160 thousand new dwellings were completed, a 
marked improvement over preceding years. It seems that 
the annual target for housing construction supported by 
State and co-operative credits was comfortably exceeded, 


120 The actual deficit in housing was estimated by a special panel 
of experts at 1.1 million dwellings (of which some 60 per cent was 
in urban areas). About 900 thousand members of co-operatives are 
on waiting lists for new dwellings. 


121 Most of these targets were listed in the speech by Mr. Gierek, 


the new Secretary General of the United Workers’ Party, reported 
in Trybuna Ludu, 8 February 1971. 


bringing the five-year total up to 650 thousand dwellings, 
almost equal to the volume of construction during the 
1961-1965 period. 


In 1971, the total wage fund is expected to increase by 
6.6 per cent compared with 1970, and the value of retail 
sales should reach the figure of 99 billion lei, representing 
a 2.7 per cent increase. : 


In the Soviet Union, the good all-round performance of 
the economy in 1970 was reflected in changes in consumer 
incomes and supplies. Real income per head of the working 
population was reported to have risen by 5.2 per cent, 
bringing the total change over the five-year period to 
about 33 per cent above 1965, the base year of the current 
plan period. This plan foresaw an over-all expansion of 
per capita income of 30 per cent, somewhat more for the 
peasants and somewhat less for the workers and employ- 
ees.122 Peasant income (per working farmer) rose by about 
20 per cent during the first two years of the 1966-1970 
Plan, but no comparable data have yet been published 
for the following years. Payments (in money and in kind) 
to members of collective farms were reported to have 
increased by 6 per cent in 1968, by 3.8 per cent in 1969 and 
by 6.8 per cent in 1970, but they cover only a part of total 
peasant income; because of a bad harvest, real peasant 
income probably declined in 1969. 


During the first four years of the current Five-year 
Plan, the real income of wage-earners (per wage-earner) 
rose by 16.5 per cent, and over the whole period by some 
20 per cent. The per capita increase is probably higher 
because of the increased incidence of employment in 
wage-earners’ families. At the same time, average nominal 
wages were about 26 per cent higher in 1970 than in 1965, 
whereas the Plan foresaw a 20 per cent increase. 


In 1970, average monthly wages rose to 122 roubles or 
by 4 per cent, and the total wage fund by 7 per cent. The 
inclusion of various benefits from the social welfare fund 
would raise the monthly wage to 164 roubles, compared 
with 158 roubles in 1969, an increase of 3.8 per cent. 
Expansion of employment was small compared with the 
past, the total number of workers and employees increasing 
by 2.3 million persons, or 2.5 per cent, and shortages of 
jabour in some sectors and regions were reported. 


The growth of money incomes of the population by 
around 7 per cent appears to have been fully covered by 
a 7.4 per cent expansion of the volume of retail sales, this 
figure exceeding slightly the upper limit of the planned 
target. Among food items, increased supplies were particu- 
larly noticeable for fresh fruit, vegetables and for eggs, 
sales of which were low during 1969 (table 32). There was 
also some improvement in the supply of meat and meat 
products, but according to the report on plan fulfilment, 
the demand was still not fully satisfied. There was also 
some slowing down in the expansion of sales of cheese, 
butter and milk,-compared with the preceding years. Sales 
of consumer durables continued to grow, particularly of 


2? During the preceding five years (1961-1965) peasants fared 
much better than wage-earners (see table 28). According to one 
source (N. Lagutin, Ekonomika selskogo khoziaistva, No. 3, 1967) 
peasant incomes amounted to about “|; of those of wage-earners 
in 1965, and this gap was about to disappear by 1970. 
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TABLE 33 


Dwelling construction 


a А 


1961-1965 1966-1970 1970 1971 
Total “Plan Actual iy ees ie is mice “Plan Plan 
ана Thousands of dwellings 
tev MERCK ini oy lke. ff. 221.0 и: 220 42.7 42.7 Ke Bi на 45 
ate ас к Le sh ee Noe Om ye 43.8 et, a 10.8 12.0 
Private CO-Operative 2 ee 177.2 я a 31.9 30.7 
Aided Cin ake ee eat i an 51.1 “i Fp 137 12.6 
В ee 5 иона м. 120.1 од ot 18.2 18.1 
Czechoslovakia 
SEY ok Se ie ъуееьа 408.6 460 435 79.3 86.6 85.7 107.7 108 
State . a eC eer ae 149.9 Me 79 14.4 15.9 13.4 18.7 ; 
Co-operative Se PN ek kW 113.3 ot 213 44.4 47.7 36.8 44.1 
С ое и А 100.7 Ay 107 19.8 19.7 21.3 26.8 
German Democratic Republic 
ак аль 400.0 ae 364 76.3 76.0 70.3 76.2 77 73 
CIEL” Oe ee ee М ОА ee : “et 48.7 oe ee Е Ae 3 
@a-opetative . 2... cn wut as кв + ee 19.6 
Vel co re if Е oe 8.0 
Hungary 
SCAMMER Ss a var sh ce, QUE 282.3 300 320 62.6 67.1 61.8 ae is 71.2 
о Ее 104.1 ee 21.6 24.6 22.5 27.2 
м moe? 178.2 41.0 42.5 39.3 44.0 
Е о а os 3 one 103.4 30.0 29.9 27.4 
о о РИО 74.8 11.0 12.6 11.9 
Poland 
UGTA” оон 754.4 185.7 189.3 197.0 193.2 
НЕ, ESA ee 559.9 139.1 140.5 145.8 141.4 
БИН се ee er 194.5 eA a 46.6 48.8 51.2 51.8 A 
Socialized sector... ..... « 519.3 720 688 136.0 138.8 145.1 139.5 140.8 
SORTS. Gigli ener 394.3 = at 58.7 46.7 47.0 a xf 
O-ODCIARVE cw os) 6 is, dusk kk 125.0 77.3 92.1 98.1 
Romania 
Ae a a a 648.8 x 650 122.1 111.7 139.0 161 a Re 
State and co-operative. ....... 225.2. oh 344 53.2 56.3 85.8 99 94.7 93 
ПО р о до a 423.6 re 306 68.9 55.4 53.2 62 о ne 


Million square metres of total living area 


ПО 2 28 р oe rete 490.6 a 518 104.5 102.1 103.8 105 116.3 117.8 
Outside collective farms ....... 399.4 480 iy 84.3 83.5 86.1 a ue i 
of which: 

State and co-operative. ...... 300.4 400 343.7 68.7 69.3 72.0 67.89 68.6 71.8 
JONES) be 225, ee 94.0 80 ae 15.6 14.2 14.1 a ee Be 
Gollectivefarms =... 2.4 « «» «/% 96.2 ae a 20.2 18.6 177 
of which: 
Byelorussian SSR total ...... 15.4 oi 20.4 4.0 4.2 4.2 4.34 4.5 4.5 
Ukrainian SSR total ....... 95.0 ae 96 19.5 18.5 19.3 18.78 19.7 19.1 


ee Te SS ee ee 


> Construction by workers and employees financed with their own means and 


: i isti -fulfilment reports. 4 
Sources: National statistics, plans and plan-fulfilment rep with the aid of State credits. 


а Preliminary figure. 
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furniture and motor-vehicles.% Sales of passenger-cars 
rose by nearly 40 per cent, but production (and presumably 
sales) fell short of the plan target by a large margin. 


Some progress was also made in housing construction. 
Dwellings completed in 1970 amounted to a total in 
living area of 105 million square metres, more than in 
preceding years but still less than the annual plan target 
of 116.3 million; and the targets of the medium-term plan 
were not fully met. 

The 1971 Plan foresees further gains for the consumer, 
though on a scale slightly below the level of the current 
year. Thus real income per head of the population is 
expected to rise by 4.7 per cent, average monthly wages 
of wage-earners by 2.8 per cent and peasants’ receipts 
from the collective farms by 5.5 per cent. The social 
welfare fund, however, should grow faster than in the 
preceding year, by some 9-10 instead of 7 per cent. The 
volume of retail sales is planned to increase by 6.4 per 
cent, but supplementary goals incorporated in the plan 
mention a figure of 7.4 per cent. Services (such as repairs, 
laundries, petrol stations), which are still lagging behind 
the general improvements in living standards, should 
increase in volume by some 7 per cent. Living area total- 


123 Shortages of some industrial consumer goods were ascribed 
by the Minister of Finance to lags in the expansion of industrial 
capacity in some regions, such as Azerbaijan, Armenia, Moldavia 
and some parts of the Russian Federation. 


ling 117.8 million square metres should be built, of which 
71.8 million square metres by the State and 7 million by 
co-operatives, and the average living area for the urban 
population should increase to 11.2 square metres per 
person. 


The Directives for the 1971-1975 Five-year Plan, issued 
in mid-February 1971, state that the main task of the Plan 
is to secure a marked improvement in the material and 
cultural levels of the population. 


A 30 per cent rise in real income per head of the 
population is expected over this period. Average nominal 
wages should rise by 20-22 per cent and peasant incomes 
from collective farms by 30-35 per cent. Wage policies 
will aim at improving relative wages between sectors and 
occupations, at increasing the role of wage rates and at 
strengthening material incentives for technological pro- 
gress. 


In the Byelorussian and Ukrainian SSRs, real income 
per head increased in 1970 at a similar rate to that for the 
Soviet Union as a whole, i.e. by some 5 per cent. The 
1966-1970 targets were overfulfilled in both Republics, 
and in the former, growth rates exceeded the all-union 
average. Also wages, peasant incomes, sales and housing 
construction in Byelorussia increased faster than the 
average for the Soviet Union. Developments in the 
Ukrainian SSR in these fields were closer to those in the 
Soviet Union as a whole. 


5. FOREIGN TRADE 


(i) General features of the region’s trade in 1970 


The year 1970 was the fourth year in succession in _ five countries which published annual plans, exports and 
which the value of east European trade grew at an accel- imports grew faster than expected in Czechoslovakia, 
erated rate; in 1969 and 1970 it rose by 10.3 and 12.6 Hungary and Poland; imports grew faster but exports 
per cent respectively (table 34). Between 1964 and 1969 slower than planned in Romania, and in the German 
the average annual rate of growth of trade was roughly 8 Democratic Republic trade turnover increased roughly as 
per cent. Trade in 1970 grew faster than planned; of the planned. Compared with the increase of 14 per cent in 


TABLE 34 


Changes in the value of foreign trade and the yolume of national income and industrial output in east European countries 
and the Soviet Union 


(Value in million dollars and percentage changes in value from corresponding period of previous year) 
WSS EE SS a a р ee 


Value in 1970, Average, 1968 1969 Ae 1970 ee 
Bulgaria 
Я < окр aera a ae ИА 2,017 12.9 10.8 11.5 я 12.0 18.0 
ПН сы о eh a srs 1,819 10.5 13.4 —1.9 ae 4.0 
Mationaliincome. . .-5..... . 8.2 6.4 7.9 9.0 7.0 9.0 
fadustrialioutputess = 6.60... 13.8 10.2 9.9 8.2 9.3 10.0 
Czechoslovakia 
ВОН о я 3,780 5.2 4.9 10.5 6.0 13.9 >8.0 
OSL Se es a 3,785 6.3 14.8 7.1 4.0 14.9 6.5 
National income... 60 s.«. eso) +s 6.5 8.4 6.5 5.2 5.0 5.2 
industrialioutputs.) 2c . . 2<. + > 8.0 55) 5.2 6.5 toil 6.5 
German Democratic Republic 
ОО В оч ое 4,579 102 9.7 9.5 13.6 10.0 16.0 
ОА “hens а io 4,731 9.2 3.5 21.0 : 15.0 — 
ЛЕО 2 оо send 2 5.0 5.3 5.1 6.3 57 4.9 
ИОВ Output |. еее 8.1 6.1 7.0 8.4 6.4 5.4 
Hungary 
О yee: aoe er cl 2,313 9.1 52 16.5 7.0 11.0 9.0* 
НЕ ро о ооо ое sks oa ae 2,505 5:2 1.5 6.9 8.0 30.0 7.0* 
National income". 2°. si. es 5.8 5.0 UP 5.6 5.0 7.0 
Endustmal income а... 6.6 5.3 3.0 6.0 7.4 6.0 
Poland 
EXOOLS@E LE Ae oss Ss seen 8 3,548 8.4 13.1 9.9 dal 12.9 2.2 
ПОРОЮ: оо о 3,608 9.1 7.9 12.5 4.9 12.4 7.4 
INanonalancome paises) 0) ss ee 6.4 9.0 2.9 5.8 6.0 5.8 
Mnaustrialoutput ее 2 we 10.0 9.4 8.9 7.3 8.3 6.8 
Romania у 
ОЕ я. . 5 1,853 10.3 5.2 11.1 17.0 13.5 
ре Пе Me, а 1,949 8.3 4.1 8.2 6.2 12.0 14.0 
МЧанопаласоте, де... 8.2 6.8 7.9 12.0 6.6 са. 13.0 
industrialoutpute. сре 14.5 11.6 10.8 11.8 11.8 9.0 
Soviet Union 
ГОО ас В О Latin ee 11,6554 8.7 10.2 9.6 a 11.0 70 
ПОРОГ о мы ot chi blots 10,3778 6.0 10.2 У ee 
-Nationalincome. ......... 7.4 8.3 4.8 6.0 8.5 6.1 
Industriawoutputy  ь ae 9.9 8.3 7.1 6.3 8.3 6.9 
Total above: 
SE TITNOVEUIN pas sean Bosra op ee 60,848 8.0 9.0 10.3 a 12.6 8.2 
National income. ...... - cll 8.0 5.0 6.0* Wei] ca. 6.5 
Industrial output ......- 9.8 8.0 7.3 6.7 8.3 
Sources: National statistics, plans and plan-fulfilment reports. з 1969. 
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East European trade by area of origin and destination 


(Percentage change over previous year ) 


oe Be Е 


Area of origin for imports Imports Exports 

and of destination for exports 1967 1968 1969 1970 1967 1968 1969 1970 
Centrally planned economies 9.1 9.5 8.9 11.2 8.9 11.2 8.6 11.2 
of which: Eastern Europe .. . . 8.9 11.0 9.0 11.2 8.9 11.0 9.0 ТЕ 
Developed market economies 7.0 75 1225 18.1 9.0 5.6 Seo 14.1 
of which: Western Europe. . . . 13.6 8.3 13.6 13.7 5.4 6.0 16.1 То 
Developing countries {a —2.8 Bel oan 8.2 9.0 5.6 13.1 10.0 
World О iui in teams 6.9 8.6 10.1 14.4 9.0 9.2 10.4 1.2 


Source: National statistics; United Nations (Monthly Bulletin of Statistics, June 1971). 


world trade in 1970 (and the 15.5 per cent rise in the trade 
of industrial market economies), the growth of trade of 
east European countries lagged behind, as it did in 1969. 
However, this may be more apparent than real because 
world market prices increased by 5 per cent, whereas 
intra-CMEA trade (accounting for 60 per cent of the 
total) was conducted at virtually unchanged prices. 


The acceleration in trade was due to increases in output 
and demand in east European countries and also to 
increased prices on international markets. The faster trade 
growth occurred simultaneously with a still faster growth 
of national income; the trade propensity for the area as a 
whole declined, therefore, from 2.02 in 1969 to 1.64 
in 1970. 


All countries except the German Democratic Republic 
participated in the acceleration of the region’s trade in 
1970. The bulk of it occurred in imports, which accelerated 
in Hungary and Czechoslovakia, and to a lesser extent 
also in Romania and, probably, in the Soviet Union. The 
modest increase in imports of 4 per cent in Bulgaria is 
also an acceleration in comparison with the decline of 
1969. In the German Democratic Republic the growth of 
imports slackened and in Poland remained virtually 
unchanged from the high rate achieved in 1969. Exports 
also grew at a faster rate in all countries except Hungary.14 


Irrespective of whether the rate of growth accelerated 
or not, imports grew very fast everywhere (between 12 
per cent in Romania and 30 per cent in Hungary), except 
in Bulgaria; exports grew fast in all countries (from 10 
per cent in the German Democratic Republic to almost 
14 per cent in Czechoslovakia and Romania; data are not 
available for the Soviet Union). The rate of growth of 
imports was stimulated by favourable balances in some 
countries carried over from the preceding year, by a 
generally high growth of export earnings in 1970 and, in 
a number of countries, by a faster increase in domestic 
demand than in domestic output. Exports were stimulated 
by buoyant markets in the west, higher prices, rapid 
expansion in intra-CMEA trade in manufactured goods, 


124 Data for the Soviet Union are not yet available. 


and various measures that aimed at stimulating exports. 
Imports increased faster than exports in Czechoslovakia, 
the German Democratic Republic and Hungary, while in 
Poland, Bulgaria and Romania—the three countries with 
the most acute payments problems—they increased less 
than exports. 


Data on regional flows of trade of east European 
countries are incomplete. It appears from the estimates 
for 1970 shown in the text-table above that a great deal 
of this acceleration can be attributed to intra-CMEA 
trade. This is in contrast to the experience of 1969 when 
this trade grew relatively less vigorously. Much of it was 
due to a fast expansion of mutual trade in machinery and 
intermediate products, for which productive capacity has 
risen. quite considerably in recent years. There was по 
further acceleration in trade with developing countries. 
The data on trade with west European countries exclude 
trade between the Federal Republic of Germany and the 
German Democratic Republic. 


Irrespective of any slowing down that might have 
occurred, it seems that trade with western Europe was, as 
in 1969, among the most dynamic trade flows. According 
to western sources, during the first nine months of 1970, 
east European exports to western Europe increased by 
almost 14 per cent and imports from western Europe by 
15.1 per cent, compared with a total trade turnover of 
12.6 per cent for the whole of 1970. East European 
countries tend to be ready to purchase to a growing extent 
equipment and certain industrial materials from western 
Europe which gives a special impetus to east-west trade. 
Moreover, as in 1969, buoyant demand, price increases, 
industrial co-operation, and liberalization of west Euro- 
pean markets increased the possibilities for and profita- 
bility of east European exports to these markets. The 
figures for the first half of 1970 indicate that the high rate 
of growth of trade turnover with developing countries in 
1969 was surpassed in 1970, especially in the case of 
imports. Deliveries on credit from eastern Europe and 
credit repayments by developing countries very likely 
played an important role. 


Changes in trade flows for individual countries varied 
considerably. The flows were affected by fluctuations in 
regional trade balances and indebtedness in the preceding 
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year, by regional differences in the rate of growth of 
demand and, especially, of prices, and by the varying 
capacities of east European countries to take advantage 
of high demand and prices in western countries. For 
Bulgaria, the growth of trade turnover with the market 
economies increased faster than any of its other trade 
flows. Trade with western Europe accelerated for Roma- 
nia, but its most dynamic trade flow was imports from 
centrally planned economies. Czechoslovakia’s imports 
from most sources accelerated, particularly from the 
market economies but the most dynamic component of its 
trade in 1970 was exports to centrally planned economies. 
Trade with developing countries was the most dynamic 
flow for the Soviet Union, but trade with centrally planned 
economies and exports to western Europe also acceler- 
ated. The very marked acceleration in the growth of 
Hungarian imports and the slowdown in the growth of 
its exports were closely associated with a higher rate of 
growth of imports from and a lower growth of exports to 
both market economies and centrally planned economies, 
although trade with the market economies remained most 
vigorous. The German Democratic Republic maintained 
a similar rate of growth as in 1969 in trade with all areas 


(ii) The growth of trade 


The year 1970 was the last year of the 1966-1970 
medium-term plans. Over this period the trade turnover 
of east European countries combined grew at an average 
rate of 9.3 per cent per year, which was 2 percentage 
points higher than the aggregate of the national plan 
targets (table 35). Plan targets were exceeded in all 
countries (except Bulgaria where they were fulfilled 


except the developing countries, which slackened; trade 
with industrial market economies remained the most 
dynamic flow. The acceleration of Polish exports reflected 
a rapid expansion of exports to western Europe and the 
developing countries, which were the most dynamic; 
Polish imports grew at a similar rate as in 1969 but those 
from centrally planned economies increased, while those 
from other regions slowed down. 


It appears that the acceleration in export and import 
growth rates of east European countries in 1970 was 
concentrated on machinery and a number of intermediate 
products (metals, semi-finished metal products and chem- 
icals). This reflects high rates of growth of output and, 
more important, a greater degree of intra-industry special- 
ization. These products are traded mostly among east 
European countries and this explains to a certain extent 
the fast growth of this trade in 1970. The experience of 
individual countries did not differ much from this pattern. 
Internal demand pressures tended to accelerate imports of 
food into Hungary, Czechoslovakia and the German 
Democratic Republic, and consumer goods into Hungary 
and the Soviet Union. 


between 1966 and 1970 


approximately) by margins varying from 3.7 percentage 
points a year in Poland to 1.3 points in Czechoslovakia. 
However, since plan targets are in terms of constant 
prices and actual rates of growth refer to current trade 
values, this comparison between targets and outcomes is 
to some extent affected by price changes. 


TABLE 35 
Planned and actual growth of trade and output, 1961-1965 and 1966-1970 


Annual rate Planned annual Annual rate 


of growth rate of growth of growth 
1961-1965 1966-1970 1966-1970 
Bulgaria 
а ны 15.4 11.3 
ро ее нь 13.2 or 9.2 
ОЕ ее > 14.3 10.5 10.3 
РР ОеЛЗНУ к он она + 2.1 1.2 163 
Czechoslovakia 
осы 6.8 As 7.0 
Imports. --. © - - + + = » 8.0 ed a! 
опен... 7.4 5.7 ПИ 
Ргоревзну ч.5... .. 3.7 1.3 1.0 
German Democratic Republic 
Exports... . - ни 6.8 8.5 
О... yl “yr 10.9 
оо ihe seh ss ee 6.3 7.3 9.6 
Propensity и. ее - 1.8 13 1.9 
Hungary 
ЕО В es es 11.6 8.9 
По ана 9.3 10.3 
оспочеы еее 5 10.4 ThA 9.6 
Propensity ......-+- 2.3 2.1 1.4 


Sources: National statistics, plans and plan-fulfilment reports. > 
Моте.— Trade turnover = exports + imports. Trade propensity is t 


Annual rate  Plannel annual Annual rate 


of growth rate of growth of growth 
1961-1965 1966-1970 1966-1970 
Poland 
Хр wes. 22h <leee 10.9 Sh 9.7 
Порог sacra Fee 9.4 м 8.8 
Тигпоует и: и 10.1 5.6 9.3 
Propensity. лик вы 1.6 0.9 1.6 
Romania 
Exports'o:s4 cect eee pe 9.0 10.9 
Миров. Зоя Бонн 10.7 12.6 
И С 9.9 9.2 12.0 
PLOPETSIEY cess sac sed ae es 1.1 1.3 1.5 
Soviet Union 
ро ease <tr © 8.0 9.9% 
о И В eade 7.4 „а 7.3% 
И a Е ИЯ Tol, 7.0* 8.5 
PLO PCHSILY oe sears) ве 12 1.0* 1.1 
Total above: 
Exports.) 56s 2 5 Su 9.7 9.5* 
РОВ. овес 8.0 a 8.7* 
Turmovetee so. не 8.8 7.3 9.3 
Propensity ....-. 1.5 1.3 


he ratio of the increase in trade turnover to the increase in net material product. 
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The country differences in actual rates of growth were, 
on the whole, similar to the differences in their planned 
rates, but the position of individual countries was some- 
what different. Planned growth rates varied from 10.5 per 
cent in Bulgaria to 5.6 in Poland, but actual results from 
12 per cent in Romania to 7 per cent in Czechoslovakia. 
These country differences in actual rates cannot be 
explained by differences in output and demand growth 
rates, nor by any other standard criteria, such as the size 
of the country and per capita income. 


During 1966-1970 the growth of trade of east European 
countries combined tended to accelerate while it had been 
planned to slow down. The trade turnover of the area 
grew by 9.3 per cent compared with 8.8 per cent over the 
period 1961 to 1965. Most of the acceleration for the 
region taken as a whole was concentrated on imports, 
more precisely on imports into the German Democratic 
Republic, Hungary and Romania. In individual cases, 
decelerations also occurred; they were pronounced both 
in exports and imports of Bulgaria and Poland, but also 
imports of Czechoslovakia and exports of Hungary grew 
at a reduced rate. It seems that the growth of trade tended 
to accelerate in countries with a small proportion of 
output internationally traded (the Soviet Union, Romania) 
and to decelerate in countries with the highest trade 
dependence (Bulgaria, Hungary). However, Poland was an 
important exception as it trades little and its trade growth 
nevertheless decelerated. Moreover, countries’ rates of 


growth recorded during 1966-1970 tended to converge 
relative to their dispersal during 1961-1965. 


The growth of trade between 1966 and 1970 can be 
explained by a fast increase in demand and output but 
also by an increase in international specialization. Trade 
propensities exceeded unity not only for the region as a 
whole but for all individual countries except Czecho- 
slovakia. The highest propensity was recorded in the 
German Democratic Republic, followed by Poland, 
Romania and Hungary, and the smallest in the Soviet 
Union and Czechoslovakia. Again, neither country size, 
the degree of trade dependency, nor the level of economic 
development can explain these variations. However, the 
acceleration in the growth of the region’s trade is attribut- 
able to output, the growth of which increased from 6 per 
cent a year in 1961-1965 to 7.3 per cent in 1966-1970. 
In contrast, the region’s trade propensity declined from 
1.5 to 1.3 per cent over the same two periods. In individual 
cases shifts in trade propensities can be explained by 
decelerations in the growth of trade rather*than by 
accelerations in output. Thus, in Bulgaria, Czechoslovakia 
and Hungary, where trade propensities declined, the 
growth of output increased while the growth of trade 
turnover declined or remained unchanged. Only in 
Romania, and to a lesser extent in the German Demo- 
cratic Republic, did the trade propensity increase 
at the same time as an acceleration in the growth of 
trade. 


(iii) Trade in 1970, by countries 


Albanian exports are reported to have increased by 
14 per cent in 1970, thus bringing their value to a level 
44 per cent above that of 1965 instead of the 36 per cent 
increase foreseen in the Five-year Plan for 1966-1970. 
The plan target for imports was an increase of 28 per cent, 
and although no recent statistics of imports have been 
issued, it is likely that that target too was exceeded. The 
composition of Albanian exports in 1970 reflected the 
additions that have been made over the five years to the 
country’s industrial capacity, in that 57 per cent now 
consists of manufactures and semi-manufactures. Albanian 
exports now include copper conductors from the Skoder 
copper-wire factory, built with Chinese assistance, new 
building materials such as marble slabs, fibre-board and 
asbestos, and new textiles and processed foods. The new 
agreement on economic co-operation between mainland 
China and Albania, concluded in October 1970 for the 
period of the Fifth Five-year Plan (1971-1975) was 
accompanied by an interest-free loan of an unspecified 
amount. It is reported, however, that the loan, the annual 
utilization of which is the subject of separate protocols, 
will be used to enlarge manufacturing capacity in branches 
such as ferrous metallurgy, chemicals, textiles and food 
processing, from which it is hoped that a broad range of 
exports of manufactures will flow. 


In 1970 Bulgaria continued to improve its trade balance. 
The rate of growth of exports increased to 12 per cent 
while imports grew by 4 per cent; the trade surplus was 


almost $200 million, which was roughly four times the 
surplus of 1969. The bulk of this surplus arose from trade 
with the centrally planned economies, but a better balance 
was achieved also in trade with western Europe. During 
January—September 1970, the growth of exports to cen- 
trally planned economies, although lower than in 1969, 
increased rapidly, while imports from the rest of the world 
declined (see text-table on p. 141). Incontrast, both exports 
to and imports from the rest of the world increased rapidly, 
but more than half of this growth represents a recovery 
from ground lost in 1969. Western sources indicate that in 
the first nine months Bulgarian exports to western Europe 
grew twice as fast as imports from that region. 


It appears that in 1970 Bulgaria restricted the growth 
of domestic demand (especially of investment) relative to 
the growth of output and tended to substitute domestic 
output for certain imports, especially steel, food products 
and consumer goods. As a result, exports of all major 
groups of commodities tended to expand considerably; 
imports of food and consumer goods tended to decline; 
machinery to increase a little and only imports of inter- 
mediate products increased appreciably. 


In Czechoslovakia, the growth of exports and imports 
was planned to slow down but in fact they grew at record 
rates of almost 14 and 15 per cent respectively. Moreover, 
an export surplus of roughly $100 million was planned 
to finance the deficit in services, reduce short-term 
indebtedness with centrally planned economies and рге- 


Bulgaria: percentage changes in exports and imports 
(January-September over the corresponding period of previous year) 
— 


Exports Imports 
1969 — 1970 1969 1970. 
И о о о 13.0 11.0 0.3 рт 
of which: 
Machinery... ..... 32.5 9.4 02 2.0 
Intermediate products. . . --04 16.2 De) 9.3 
Manufactured consumers’ 

OS есь. 13.3 5.4 14.0 —11.2 
ВО. 8.2 12.0 23.0 —22.7 
To: 

Centrally planned economies 16.0 9.8 4.2  —1.6 
All other countries ... . 1.9 14.2 —13.3 20.0 


Sources: National statistics. 


serve the debt position with the rest of the world. This 
over-all target could not be reached because the need 
for imports to stabilize the internal economy, to fill up 
gaps in supplies, especially in food and fodder, and to 
replenish stocks, proved greater than expected. However, 
total trade remained roughly in balance as in 1969. In 
trade with the socialist countries the planned trade sur- 
plus was more or less reached (exports increased by 17 
and imports by 9 per cent), as was a surplus in the 
balance of payments. Consequently, short-term indebted- 
ness towards these countries has been lowered though 
not to the extent planned. In trade with the other regions 
(developed market economies and developing countries), 
imports increased at an accelerated rate of 24 per cent 
(7.3 per cent in 1969), while the growth rate of exports 
slowed down from 17 per cent in 1969 to 10 per cent 
in 1970. While trade with these two regions as a whole 
remained in balance, the trade balance with the west 
European market economies seems to have deteriorated 
and short-term indebtedness increased. 


It was reported that the export surplus of machinery 
and manufactured consumer goods increased, the import 
surplus of intermediate products declined, and the import 
surplus of food increased. This reflects, among other 
things, a slowdown in capital formation and private 
demand, and a decline in crop production. 


In the German Democratic Republic there were some 
major changes. In contrast to the preceding two years, 
imports were allowed to increase much more rapidly 
than exports in 1969 and in 1970, although in 1970 the 
growth of exports increased slightly (to 10 per cent) and 
the growth of imports fell considerably (from 21 to 15 per 
cent). The trade balance fell from a surplus of roughly 
$400 million in 1968 to a deficit of roughly $150 million 
in 1970. This was not exactly as intended, because imports 
grew faster than planned and, despite financial incentives, 
exports did not increase as fast. It seems that this was 
due to a setback in agricultural output for the second 
year running, delays in deliveries for exports and an un- 
favourable change in the terms of trade with western 
Europe. Only. exports of machinery grew faster than 
average. 
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With a rise of 19 per cent (less than in 1969), trade with 
industrial market economies continued to be the most 
dynamic trade flow. It was followed by an 11 per cent 
increase in trade with the centrally planned economies 
(a rate somewhat faster than that recorded in 1969). 
The least dynamic trade was with developing countries, 
which grew by only 4 per cent compared with roughly 
17 per cent in 1969. It seems that much of the expansion 
of trade with industrial market economies was due to 
imports, which explains a great deal of the above deficit 
in total trade. Western sources indicate that for the first 
nine months of 1970 the German Democratic Republic’s 
exports to western Europe (excluding trade with the 
Federal Republic of Germany) declined by 3 per cent 
(compared with an increase of 10.7 per cent in 1969) 
while imports from that area rose by 22.4 per cent 
(compared with 6.3 per cent in 1969). 


In Hungary, a trade surplus of $160 million was achieved 
in 1969 and another of similar size was planned for 1970. 
The intention was to repay debts and build up currency 
reserves. In fact, imports rose by 30 per cent, compared 
with 6.9 per cent in 1969, and 8 per cent planned for 1970, 
while exports grew by 11 per cent, compared with 16.9 per 
cent in 1969 and 7 per cent planned. The deficit not only 
reappeared but reached a record level of roughly $190 
million which was more than the trade surplus of the 
preceding year. The increase in imports was stimulated 
by a faster increase in domestic demand than in domestic 
output, by a policy to replenish stocks which had been 
depleted in 1969, by shortages of certain food supplies 
(especially meat), the release of pent up demand for 
durable consumer goods (especially motor-cars) and the 
acceleration in the growth of industrial output which is 
import-elastic. Thus, much of this increase was of a 
temporary nature, as the plan to increase imports in 1971 
by only 7 per cent suggests. The decline in agricultural 
output affected exports. Imports of all major groups of 
products increased far faster than in 1969 and all exports 
except machinery either grew less than in 1969 or remained 
unchanged (see text-table below). 


Hungary: percentage change in exports and imports 
over preceding year 


Exports Imports 
1969 1970 1969 — 1970 

О 16.5 11.0 6.9 30.0 
of which: 

Intermediate products... 25.8 19.0 5.4 22.0 

Machinery and equipment . 6.9 14.0 8.2 40.0 

Roodstufis oa enc 25.8 10.0 9.5 . 30.0 

Industrial consumers’ goods 7.8 3.0 7.0 68.0 

To: 

Centrally planned economies 10.3 7.0 5.8 24.0 

All other countries . 32.3 20.0 9.5 43.0 


i ААА 
Sources: National statistics. 


Poland planned in 1970 to achieve a balance on trade 
account and aimed at a faster increase in exports than 
in imports; in fact, it envisaged a bigger fall in the rate 
of growth of imports than of exports. Actually, the growth 


142 


Eastern Europe 


of exports increased from 9.9 to 12.9 per cent which, 
however, was sufficient only to catch up with the growth 
of imports, which maintained about the same rate of 
growth as in 1969. The deficit hardly changed (roughly 
$60 million). The increased demand for imports came 
from the accumulation of structural disequilibria which 
caused supply difficulties in almost all sectors, as well as 
a prolonged setback in agricultural output. The growth 
of exports was affected by price increases in western 
markets, but it is not always possible to isolate the import- 
ance of this factor since some implicit changes in unit 
values are probably the result of changes in the compo- 
sition of exports—for example, foodstuffs, where the 
volume of exports grew by 11.8 per cent but their value 
by 22.4 per cent. It appears that imports and exports of 
practically all major groups of products increased rapidly 
and in exports all groups except machinery grew at an 
accelerated rate. The acceleration in exports came from 
sales to industrial market economies and developing 
countries, which were the most dynamic markets. The 
opposite pattern prevailed with imports where those 
from industrial markets and developing countries grew 
at a lower rate while those from centrally planned 
economies increased. The trade balance with western 
Europe improved. 


Poland: percentage change in exports and imports 
over preceding year 


Exports Imports 
1969 — 1970 1969 — 1970 
ПО. Ви. Eke. 256 9.9 12.9 12,5 12.4 
of which: 
Machinery (eu Sr) el eee 16.4 11.1 15.5 11.0 
Intermediate products. . . 9.7 11.9 12.2 14.3 
оо у овен — 5.2 22.4 3.8 4.0 
Manufactured consumers’ 
ео oo ie А «lak 8.8 12.2 13.4 20.8 
To: 
All centrally planned 
economies къ 9.9 9.8 15.0 17.0 
of which: 
CMEA countries 10.5 10.5 15.5 16.0 
Western industrialized 
COUNTIES Skunk ce 7.6 16.6 8.1 3.5 
Western Hurope. ..... 5.6 212, Hell 2.4 
Developing countries ... 19.4 27.7 7.6 3.1 


Sources: National statistics. 


Romania planned a trade surplus in 1970; it was 
intended to accelerate the rate of growth of exports to 
17 per cent, almost three times higher than the rate of 
growth of imports, which were planned to slow down. 
In fact, both exports and imports grew at an accelerated 
rate and exports grew only slightly faster than imports 
(13.5 and 12 per cent respectively compared with 11.1 
and 8.2 per cent in 1969); the deficit remained in the 
neighbourhood of $100 million. The targets were upset 
by the growth of demand which accelerated faster than 
planned and a setback in agriculture which affected 
supplies. Trends in output and demand suggest that some 
steel products, machinery, petro-chemicals and some 
consumer goods were the most dynamic exports; imports 
of all major groups of commodities probably expanded 
fast (especially machinery, ores, metals, cotton and hides). 
It was originally planned to more than double steel 
exports making them 14 per cent of total exports as 
compared with 7.5 per cent in 1969. 


It seems that an improvement took place in the trade 
balance with western Europe, which was the major 
concern. Western sources indicate that during January— 
September 1970 Romanian exports to and imports from 
this region increased by 27.4 and 8.4 per cent respectively, 
compared with 8.6 and 0.7 per cent in 1969 as a 
whole. 


The Soviet Union’s trade turnover increased in 1970 
by a record 11 per cent due to rapid increases in output 
and demand, although the trade propensity declined. 
Trade was favoured especially by rapidly rising output 
in agriculture and in industries which export a high pro- 
portion of output such as fuels, ores, metals, chemicals 
and timber. Imports were affected also by increases in the 
rate of capital formation and the demand for consumer 
durables. 


Trade with all major regions grew fast but whereas the 
rate of growth with developing countries and centrally 
planned economies increased (to 25 and 13 per cent 
respectively during January—September), with western 
Europe (according to western sources) it slowed down. 
The latter was due to a slackening in the rate of growth 
of Soviet imports from 16.4 per cent in 1969 to 10.2 per 
cent in January-September 1970; during the same period 
the growth of Soviet exports increased from 6.8 to 8.9 per 
cent. The Soviet Union continued to export to developing 
countries on credit. 


(iv) Prospects 


The combined plans for 1971 (table 34) indicate a de- 
celeration in the rate of growth of the region’s trade, 
from 12.6 in 1970 to 8.2 per cent in 1971. Only Bulgaria 
and Romania plan a further acceleration of trade in 1971; 
other countries expect a deceleration (Czechoslovakia, 
Hungary, Poland of both exports and imports; the Ger- 
man Democratic Republic of imports and the Soviet 
Union of total turnover). Most countries expect a slower 
rate of growth of imports than of exports. An improve- 


ment in the trade balance is, therefore, planned in Czecho- 
slovakia, the German Democratic Republic and Hungary. 
According to the revised plan targets, only Poland expects 
imports to grow faster than exports. 

It is not easy to find out the reasons that have induced 
governments to opt for more modest rates of growth of 
trade in 1971 than in 1970. However, it is noticeable that 
assumptions of trends in trade coincide with assumptions 
for trends in output (especially industry). Moreover, the 
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Foreign trade plans and trade agreements for the 1971-1975 period 
ТАН ly ce И ООО 


Index of Total turnover Expected percentage i i 4 
2 ith С ag increases in trade 
trade in 1975 о te. 1060 1971-1915 over 1966. 10908 
(1970=100) $ Million %%of total trade (BG) (CS) (GDR) (A) (P) (R) 
товарно ee ne 162 5 
Czechoslovakia ..... ори 4,292 65 100 
German Democratic Republic ee 5,628 68 83 50 
BANE ATV chee ek. 140-150 2,574 64 70 60 66 
Poland = ea ae 3,954 62 96 40 73 40 
Romania ее. 155-158 1,646 49 i 48 70 70 thes 
БОЮ о... 133-135 13,050 59 60 43 56 50 38 40 


Sources: Press reports. 


® The comparison is between plan targets for 1971-1975 and either actual trade or the original trade agreements in 1966-1970. 


growth of demand in western countries is expected to 
decline, and this is bound to affect the exports of east 
European countries and their propensity to trade. 


The targets for 1971 should be seen in the perspective 
of the whole 1971-1975 period for which new plans and 
new trade agreements are being adopted. Available infor- 
mation on plan intentions suggests that the rate of growth 
of trade of the region as a whole may decelerate over 
the next five-year period. It appears from the text-table 
above that Bulgaria expects its trade to grow during 
1971-1975 at a similar rate to that in the preceding five- 
year period, but Hungary, Romania and the Soviet Union 
plan for a deceleration (these four countries account for 
61 per cent of the total trade of the region). Trade agree- 
ments for some other countries also suggest a slowdown. 
Likewise, a decline in the trade propensity is planned in 
the Soviet Union, Romania, Bulgaria and probably 
Hungary (plan targets of other countries are not yet 
known). The slowdown in the rate of growth of trade 
expected in 1971 is therefore a reflection of expectations 
for the period 1971-1975 as a whole. However, if the 
trade propensities of 1966-1970 were maintained through 
1971-1975 then, given the plan targets for output, the 
growth of trade would not slow down. 


The long-term trade agreements suggest that a great 
deal of the future expansion of the region’s trade will 
come from intra-CMEA trade thus implying some slowing 
down in east-west European trade. A Common Invest- 
ment Bank recently established in the region and the 
speeding up of the construction of common enterprises 
point in the same direction. For instance, the Soviet Union 
plans its over-all trade with CMEA countries to increase 
by 50 per cent (1965-1970 to 1971-1975); with some 
partners, Soviet trade is planned to increase by as much 
as 65 per cent. Bulgaria plans to increase its trade with 
some partners by 80 and 100 per cent; and Hungary with 
some partners by 40 to 60 per cent. The picture for other 
countries cannot be very different except probably for 
Romania. 

Machinery is expected to continue to provide a strong 
impetus to the future growth of trade, especially to intra- 
CMEA trade. Trade in machinery between the Soviet 
Union and individual CMEA countries is expected to 
increase by 50 to 100 per cent compared with 43 to 60 
per cent for total exports to individual countries. Some 
other scattered information suggests that similar ratios 
are expected in trade between other pairs of countries. 
In their plans, all countries of the region express the 
intention to reduce imports of raw materials. 
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Output of selected industrial products in eastern Europe and the Soviet Union 1966 to 1970 and 1971 Plan 


ees в a ee ———— ee 
1970 1970 1970 
Product and country 1966 1967 1968 1969 Plan ЕР Plan 


Electric power (million kwh) 


Bulgaria: s+ Ace, eee eee cere 11.8 13.6 15:5 17.2 19.0 19.5 

Czechoslovakian а. re 36.5 38.6 41.4 43.0 Ae 45.2 

German Democratic Republic. . . . 56.9 59.7 63.2 65.4 te 67.8 

Hungary и kee eee Bs 11.9 12.5 13.2 14.1 nes 14.5 a 

Poland о sae See cat ae eee 47.4 51.3 55.5 60.1 65.0 64.5 70 

ROMA NIG Bene eee в 20.8 24.8 27.8 S125 34.8 35.1 ых 

SOVICtLUMION 2 ооо ое ось 544.6 587.7 638.7 689 740 740 790 
Вугар 9.5 10.9 12.2 12.9 ИБ 15:1 18.3 
тантал ЗВ ее 99.9 108.7 116.2 128.2 137.8 138 149.8 

‘Total о пе ос 729.9 788.2 855.3 920.3 2 986.6 

Coal* (million tons) 

Bulgaria еже cma hes eins 26.5 28.8 28.7 28.9 a 29.2 

@zechoslovakiara eae enone 100.8 97.6 100.4 102.5 ye 105.7 

German Democratic Republic. . . . 249.0 242.0 247.1 2535.2 т 260.6 

ЕТ а рес Же 30.3 27.0 27.2 26.5 м 27.8 ee 

Poland ее. 146.5 147.8 155.9 165.9 171.4 172.9 178.1 

Romaniawer. ee ees, FO eS 13.5 15.0 17.0 19.2 23.2 22.8 ee 

Soviet Wnion ро ооо ос 585.6 595.2 594.0 608 618 624 633 
Byelorussian SS Rae Ae 3% ae oa я ae x 
татар ве Фе 196.4 199.0 200.4 204.4 206.4 207 207.5 

о У аи стеле 1 152.2 1153.4 1 170.3 1 206.2 a 1 243.0 ae 

Petroleum (million tons) 

Bulgaria eck es Pees 0.40 0.50 0.48 0.33 ae 0.42 

@zechosiovakiaarmeaeinn ее 0.19 0.20 0.21 0.21 ое 0.22» 

German Democratic Republic. . . . — —- -— — — — 

АИ до о а о оо № о бов 1.71 1.69 1.81 1.75 te 1.94 

Е о ком es eo ca 0.40 0.45 0.48 0.44 0.50 0.42 

ROMANIA seer ee ers as oe. is 12.83 13.21 13.30 13.25 13.30 13.38 ых 

onlay With oS) o G pow Se bis bo 265.1 288.1 309.2 328 350 353 371 
Byelorussian! SSRe о ово боб 0.2 0.8 1:7 2.8 4.3 4.2 5.3 
а а о ов ee 9.3 11.0 ТР 13.4 13.6 13.9 14.2 

‘Lotali ce И о Ни 4 280.6 304.2 325.5 344.0 с 369.4 

Natural gas (billion т?) 

Bulgaria® nem (ae cs ng ce sa nes 0.11 0.33 0.51 0.53 3 тв 

СоеспозЮуака ео. 1.07 1.02 1.11 1.18 aid 2.46 

German Democratic Republic. . . . == = = = Е та 

Еуооагул trom ieee А, Е 1.55 2.04 2.68 3.24 i 3.47 

Poland Pasian о 1.38 1.57 2.56 3.92 5.10 5.18 

Romaniay area ee ire 14.08 16.00 17.20 19.10 18.80 20.00 A 

а В о nae eee 144.70 159.20 170.80 183 195.80 200 211 
ByelorussianSSR ........ ея ee we att a ye ae 
WkrainianiSSRee ne 43.6 47.4 50.9 55.4 58.8 60.9 64.1 

Е аа ee one eros ee 162.8 180.2 194.9 211.0 Ap 230.6 

Pig iron (million tons) 

Bulcariageerae ee eee ot. caine a 0.90 1.03 1.11 1.13 ae 1.20 

Czechoslovakian о обобесов 6.27 6.82 6.92 7.01 a Tes) 

German Democratic Republic. ... 2.45 2.53 2:33 2.10 a 1.99 

Напа ee ee eee ne 1.63 1.66 1.64 1.75 ai 1.82, 

Poland tee Vas ome om thee, men ee , 5.86 6.58 6.84 7.03 Bh 7.30 

Romaniaters, ts oe. et te 2.20 2.46 2.99 3.48 4.20 4.21 

О sy eee ово 70.30 74.80 78.80 81.60 ae 85.90 
Byelonussian SS Resmi ane a AE a ms ak ey a 
WkrainiantSS Rasen an ere 552 56.7 38.6 39.3 41.2 41.4 41.9 

О о О а О 89.6 95.9 100.6 104.1 a 109.8 
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Output of selected industrial products in eastern Europe and the Soviet Union 1966 to 1970 and 1971 Plan (continued) 
Se А ee eg wo 


Product and country 1966 1967 1968 
Crude Steel (million tons) 
Bulgaria . о Бе 0.70 1.23 1.46 
Czechoslovakia .......... 9.13 10.00 10.55 
German Democratic Republic . 4.08 4.24 4.70 
ЕЙ Е а 2.65 2.74 2.90 
Poland Re ee 9. 9.85 10.45 11.00 
Romania ato. oa. О м 3.67 4.08 4.75 
SOVICHUDION aun. Gor. 96.90 102.20 106.5 
ByelorussianSSR...-7.... 0.2 0.2 0.2 
Wkrainian\SSRs': 02. 5... 40.5 42.8 44.2 
TROUT! ооо a В 127.0 134.9 142.0 
Finished rolled steel (million tons) 
В.о, 0.48 0.61 1.03 
Czechoslovyakias В... 6.52 7.11 7.51 
German Democratic Republic . 3.05 3.07 3.16 
FTUN CACY Mee, с 1.73 1.76 1.98 
Olan seme А н.а 6.58 6.96 7.33 
ROMANTIC meen Semen Ren: м. 2.59 2.91 3.39 
ВО... 66.14 70.62 74.04 
IBYElIOEUSSIanI о В. 0.6 0.6 0.6 
а: с оо e.. . « . : 28.2 30.6 31.7 
КОЕК -д о ом a Gas 87.1 93.0 98.4 
Mineral fertilizers (thousand tons) с 
ВА hs ems ао 369 354 411 
Czechoslovakia Ween и. ae 512 519 526 
German Democratic Republic. ... 598 641 697 
АУ о Aes, Gok Ses х 298 338 401 
Ио > о Mates ss a0 ws G 826 975 1 233 
IROMIATIION MM. а. Ss 419 537 603 
SOvicHUNIONe se! foes re be « 8 438 9 406 10 221 
Byelorussian SSR. 2. > & « 0.64 0.80 0.94 
WkrainianiSSRo. woe es GN № 1.86 2.04 2.21 
ST OUTER Ee Ga de a 114.60 127.70 140.92 
Sulphuric acid (thousand tons) 
Buleariaewe Mite и 353 360 472 
Wzechoslovakia te eyo ее 982 1012 977 
German Democratic Republic. .. . 795 806 1 078 
ПО У ое ee 393 424 446 
POLAR со в 1139 1213 1314 
ЕЕ Бо ce eG Ge tm Eos 619 679 773 
Боев... 9 367 9 737 10 159 
Byelorussian SSR. ..'’...... 195 257 271 
Wkramian SSR еее. 1 892 1 913 1910 
TOC of acc оо Be Caton Cen Cnet В 13 648 14 231 15 219 
Caustic soda (thousand tons) 
ИЕН Meanie | о о Ee ES 38.7 42.1 43.0 
@zechoslovakia еле 176.0 178 179 
German Democratic Republic. .. . 381.0 389 405 
ELMS ATY re fe oes ees сое ot cee 22.2 55.5 523 
Olander а. 247 276 307 
ЗОО о оо ю в № а о о 252 260 276 
СЕВ ИЕ с рю о ово бе 1 393 1524 1658 
ByelorussianSSR ........ ой ot ae 
ОЕ въ .) ee 157.5 163.3 201.1 
ОИ, о ма рее ssn las ese 254.0 DIES 2 920 
Plastic and resins (thousand tons) 
PBUISATIAWE Cheer vo os) sie gd pe 39.6 44.0 58.7 
@zechoslovakia . 10. ee ee 152.0 185.1 203.5 
German Democratic Republic. . 249.6 278.2 306 


1969 


1970 
Plan 


1970 
Actual 


11.50 
6.50 
115.0 


46.4 


429» 
646 


1722 1631 


‘8.60 


1910 
14.400 
1.6 
2.8 


ca 2 700 
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Output of selected industrial products in eastern Europe and the Soviet Union 1966 to 1970 and 1971 Plan (continued) 


Product and country 1966 
А О О ee ieee Se wae ee ere 33.3 
Poland or =" ea oe ee eee 132 
Romania а о ее 94.7 
Soviet Union оо ок а 971 

Вуеогаззап SSR ........ - 
Ukrainian ЗОВ око ke 
TOtal oe) cg ante sew) (UI 1 673 


Synthetic and artificial fibres (thousand 
tons) 


Buloariae cg. о se te — 
Czechoslovakia о ice Slee. 83.0 
German Democratic Republic. . . . 180.4 
HUN GAT Yer arene Re Gt Rw 7.4 
Poland time, ин къ нено 106.5 
И о eee se as 34.2 
SovietsUnione д о ооо 458.3 
Byelorussian SSR. 4) 6 hoe 33.2 
WkrainiantSSRe в ео ое 50.8 
Е eet ee ae «GE ts. « 869.8 
Cement (million tons) 
ОЕ ось да м о о 2.9 
Слесвочоуа На ass eee пы 6.1 
German Democratic Republic. ... 6.5 
Нора este (Ве 2.6 
а Ох «soe Ss 10.0 
По о о ое ое 5.9 
а ns Go sake 80.0 
Byelorussian SSR75— . = . an = 1.8 
Октава. 13:7 
ОЕ ее 114.0 
Paper (thousand tons) 
iBulvariatwgs «1k sis, 3%. as 133 
Gzechoslovakiau te | k=. ue oS oe 544 
German Democratic Republic. . . . 640 
Hiungary eer een eee о Bee 192 
Poland tere cat SES Ke eo ee x 657 
Вова sare > 287 
НОО поз ое 3 780 
ByelorussianSSR ........ 92 
Akrainianu SSRs. en cane 169.2 
DOtal Maren с 6 233 
Metal cutting machine tools (thousands) 
Bulgaria wees о. 8.2 
GZECHOSIOVaKkia Зоо <0 cece te 27.6 
German Democratic Republic. . . . 63.8 
HUN Gaye ee бо ое eae 16.0 
р ere eso oo Sas 32.6 
WROMAIA ооо bs a) 8 GS 8:5 
Ботокс 192 
Byelorussian В о... 25.3 
Uktainian SSR ое... 25.6 
Wotal@age о о es Sule 348.7 
Tractors (thousands) 
Bulgariage ое 2.1 
Gvechoslovakiamem. «as ое a: 28.2 
German Democratic Republic. . . . 12.2 
Ра о р 3.3 
Ро eters: о 24.6 
КОВША о SERRE ws & Rs ale 18.5 


Eastern Europe 


1967 


36.4 
161 
108 

1114 


1 928 


1968 


1969 


1970 1970 1971 
Plan Actual Plan 
ae 54.9 AS 
278 269 260 

223.3 206 ae 
1 859 1 672 1 800 
100.3 
225.0 
ine 9.6 = 
139.6 138.1 150.0 
71.8 76.6 a 
694 623 672 
ca 66 65 са 77 
66 65.3 75 
3.0 
7.4 
8.0 
Be 2.8 zs 
12.50 12.20 13.23 
8.2 8.1 ЕЕ 
94.3 95.2 99 
45 1.9 at 
>16.5 17.3 16.8 
606 
721 
a 259 a 
766 771.8 856.7 
437 431 
4 132 4 200 
103 a 
187 190.9 
_ 33.6 30.8 33 
14.1 
26 26.4 26 
3.6 
18.5 
16.2 
os 1.8 
46.3 46.8 
30.3 29.3 


Output of selected industrial products in eastern Europe and the Soviet Union 1966 to 1970 and 1971 Plan (continued) 


Product and country 


Soviet Union 
Byelorussian SSR 
Ukrainian SSR 

Total 


Electric and diesel locomotives® (units) 


а ss wr a 
Czechoslovakia ........., 
German Democratic Republic. . . . 
о... 

РО... 


БомеЕ Ию 2 6.5. 5. ss . 
Byelorussian SSR ....... 
UkrainianSSR®........ 

UG = Sass Uae 


Е о о Gee ss 
О аа 


Soviet ЕЮ еее 
Byelorussian 558 ....... 
Ukrainian SSR. 2. 5.3 ss 

ПОСТ, ks ale ga 


Motor lorries (thousands) 


ПО ро ae rae ce ss ets 
W@zechoslovakia <u... <« «=. 


Soviet UNi0n о oo. ss ek 
Byelorussian SSR ....... 
Wkramian SSR. = = se ees 

ТИ пос Biase 2 & ws 


Ире mre Meir ues sil ele = 
@zechoslovekia о «5 6 os 
German Democratic Republic. . . . 


IRGMANI2 yee Wack? ов 
Военно Юй LG wees 6 а ses 
ByelorussianSSR ....... 
Wkrainian'SSR. 2. 5 =. « «=: 
Е ато а a 


Television sets (thousands) 


ео ое, сое 
@zechoslovakia. |. «6 « s&s а 


German Democratic Republic . 


ВИРА о о ov с es es 
Рона и 
ПЕ о пою о пех 
SovietiWniom, го 

ByelorussianSSR ....... 

UkrainianSSR~.....-... 
Ota lim ase is Vote ton d/ sea swe 


О ОРС la ew) ve ote 


ae Me a 1. fe 


OM CeCe: Tig! ie ce fe ne 


Se eee eet vb) 6 Mia кое jac te, 


1966 


Appendix 


1967 1968 
405 423 
78.3 79.1 
133.2 138.7 
489.5 516.5 
709 637 
547 594 
138 135 
353 388 
133 167 
1885 1805 
1439 1420 
3 765 3 726 
1.79 1.55 
4.19 4.32 
4.22 5.50 
0.39 0.45 
12.70 12.60 
7.02 8.27 
43.8 48.1 
19.8 22.6 
74.1 80.8 
19.9 22.6 
21.9 23.6 
4.7 4.6 
32.2 35.1 
20.6 25.5 
437.4 478.1 
26.1 28.0 
23.3 25.3 
536.8 589.5 
111.7 125.5 
111.5 114.6 
Peds 40.4 
— 7.8 
251.4 280.3 
64.8 77.8 
502.3 568.8 
130 153 
256 350 
475 400 
316 339 
495 560 
142 161 
4955 5 742 
353.7 424.8 
917.7 1 274.6 
6 769 7705 


1969 


442 
79.5 

141.8 

541.2 


348 


580 

290 
7458 
640 

са 2 100 


1970 
Actual 


459 
80.3 

148 

565.0 


147 


383 


16.30 


513 


650 


148 


Eastern Europe 


Output of selected industrial products in eastern Europe and the Soviet Union 1966 to 1970 and 1971 Plan (continued) 


Product and country 


Radio sets (thousands) 


Bulgaria 
Czechoslovakia 
German Democratic Republic. .. . 
FIUN ATVs ee MEME =. ое 
Polandifie и bo: oe oe est 
Romaniav.os jee) site ssh Gee 
SovietaUunion sare made: ine eee 

ByelorussianSSR ........ 

Ukrainian SSR 


Total 


СР О es; Cs: 8 jer heuucom: te 


Domestic refrigerators (thousands) 


Bulgaria 
Czechoslovakia 
German Democratic Republic. .. . 
И бо бо в орю ооо 
Ро че о а se en fs a 
ROMANIA и о ао 
ИО а с ю ооо sens 

Byelorussian 558 ........ 

Ukrainian SSR 


Total 


Te Ce ИО во eet cia a 


о ОКА ОС С 


wie) he) ed ОСЬ v6 


ое clases) в 16) ce: ый < 


Domestic washing machines (thousands ) 


Bulgaria 
Czechoslovakia 


aS 65 ОС ВОН СС 


еее: ба: 1 в eh, 1 


Ию о о ak. ss. 3 
Ро и 
ROMANIA ge Ree е- 
Soper Winton о 5 s o fem 6 o Ge 
Byelorussian SSR 
Ukrainian SSR 


Total 


©) ele fo; ce) Фо Щи 8 


ayer 6) ее. ‘w Шежеюыь 


CE ый fe о “wi "Yel Mie © 


Bicycles (thousands) 


Bulgaria 
Czechoslovakia 
German Democratic Republic. .. . 
Hn garvarrr ters, se ee see 
Polandi 
ROMANIA We ere ее 
Sovie@Union= raat) о оба le 

ByelorussianSSR ........ 

Ukrainian SSR 


Total 


ооо аз о ео 


ое а Or ке ое 


О < ПО ОАО 


en el © (© о» 6: (6 6 Фо № 16 


Cotton fabrics (million т?) 


Bulgaria ketamine 
Czechoslovakia k 


Бе ое. se mis) в та 


SovietUniong en cee | с ee 
Byelorussian SSR 
Ukrainian SSR 


Total 


За пб AO eee 


1966 1967 1968 1969 ume es ae 
184 149 139 160 
247 222 352 330 
901 932 815 766 и. 
250 247 253 234 a 206 = 
623 612 787 892 960 987 965 
325 367 388 428 455 455 aye 
5 842 6 416 6 978 7 266 7 800 8 814 
424.5 476.0 567.1 510.4 ct 423.6 
699.4 761.9 676.8 633.2 ca 700 673 
8 372 8 945 9712 10 076 
47 60 91 119 134 
279 279 301 269 300 
360 403 377 366 380 
113 119 154 214 241 
334 341 388 400 he 444 
140 153 148 147 160 135 =e 
2 205 2 697 3 155 3 701 4 100 45.51 
84.4 108.2 123.1 150.8 235 216.5 
358.3 400.7 428.5 456.4 482 
3 478 4 052 4 614 5 216 
125 162 184 141 
230 222 221 257 ts 
314 324 293 2715 256 
179 108 167 158 165 
396 433 470 486 418 
101 127 101 124 sini 
3 869 4 324 4700 5 153 5 200 
ЗМ 391.3 439.7 512.1 498 
5 214 5 700 6 136 6 594 
18 22 25 31 
398 410 419 404 
452 450 374 394 к 
255 265 266 283 275 
758 730 728 765 
169 154 190 211 ka 
4048 4199 4 303 4 372 ея 4 400 
0.4 0.5 0.5 0.5 0.5 0.5 
0.66 0.69 0.70 0.76 0.95 
6 098 6 230 6 305 6 460 
299 306 319 335 318 
494 492 481 469 500 
244 247 250 237 и 
334 340 330 311 tt 304 Fic 
845 824 835 846 879 880 895.7 
339 357 S/T 410 422> 
te 5 915 6 116 6 208 6 150 р 
16.8 31.0 57.0 72.3 89.3 
201.1 218.1 225.3 234.1 238 ния 
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Output of selected industrial products in eastern Europe and the Soviet Union 1966 to 1970 and 1971 Plan (continued) 


Product and count. 1970 1970 
‘Water a ee 1968 9 Plan Actual Plea 
Woollen fabrics (million т?) 
Bulgariak о (see ee PALI 22.4 23.3 25.3 25.9 
Czechoslovakiak В. 45.2 46.4 48.2 46.2 48.7 
German Democratic Republic . 38.8 38.1 34.9 34.6 35.1% 
ро и о eae 38.7 41.0 39.6 34.6 ae 39.0 a 
Poland* Smee о, a, ай 91.5 90.1 94.5 98.9 99.0 98.8 99.0 
Romania aes) Rees is). sits Se 44 50 52 56 58 
Soviet Union aE vl os 509 547 585 618 644 
от i.) 29.1 3185 33.1 33.2 34.1 
Ukrainian SSR . . и... 31.9 36.9 44.2 59.4 66.3 
О еее 
Leather footwear (million pairs) 
Вора re eS 12.0 13.9 Oe? 18.3 16.9 
Gzechoslovalkia® и... 51.3 52.5 53.6 54.9 53.3 
German Democratic Republic. ... 29.4 30.2 30.2 337 9555 
Нопрагу де = Oa 6 ое. 27.0 30.5 32.8 32.8 т 36.0 55 
оао о... 52.5 57.6 63.2 68.5 70.2 68.3 71.6 
ROMANIA rae Nee fas eas 32.0 34.0 37.4 37.9 ote 41.7» oe 
NOVICHUINION а. ее. 522 561 598 635 675 676 708 
IByelorussiantsSRe ss о... 30.4 32.5 34.2 35.6 37 37.5 a 
WikramianisS еее. 102.6 12st 121.6 133.9 145 146 ca 155 
otal Merch ete, sie и 726 780 831 881 928 
Meat (thousand tons) 
Bulgariag we nee en as a 224 249 267 259 250 
@zechoslovakiak. — fonts, ss 6 se 543 574 613 590 631 
German Democratic Republic. .. . 907 949 1010 1 041 1 053» 
А о р о ее al 265 270 330 312 ae 307 Df 
Roland Fear о ai ec Gia ws 8 1 286 1312 1 296 1 362 1317 1 310.5 1 296 
ROMINA ME cg ss sb a 345 399 429 417 ah ee 
Soviet Union green: бое. 5 774 6 463 662.5 6 483 7000 7 100 
ByelorussianSSR ....... 296.4 329.4 352.3 379.5 375 405 ae 
WkrainianssRo et wt 1 302 1372 1 419 1411 1 500 1 600 1 680 
PL OLA MCN nee сое oop ar 9 344 10 216 10 572 10 463 
Butter (thousand tons)} 
ИРА, во а 11.6 13.4 15.1 14.4 Ste 
@rccnoslovakia eae) Ske Ss 84.2 82.2 86.9 87.0 86.9 
German Democratic Republic. .. . 205.6 209.4 219.8 215.2 217» 
ungaryaeeee ee es sce 3 a. arene 19.3 23.3 21.4 21.3 “ig 20.2 re 
POIANA Pas a) a). ee See 118 119.1 123.8 Liver, 121 126.3 129.5 
Под A eta ey fe ee ОЕ 28.2 30.1 28.6 30.8 30.7 
SOvictiUDIOU ва оо оба 1 042 1 060 1 044 954 963 PE: 
ByelorussianSSR ........ 56.3 57.5 62.4 60.3 62.3 66 
Wkrainiam SSRaee ee Ge. 264.7 252.2 249.1 245.5 245 са 260 
ТЕТЕ 2 вело ео isi, vate coy somos. 1509 1537 1540 1440 
Sugar (thousand tons) 
Bulgaria. mer и. 354 397 288 316 
@zechoslovakiauy ее. 984 956 911 864 
German Democratic Republic. . . . 618 ee ae te ee 
Ap atone 436 sie 
acm a Вии 1 530 1 677 1 665 1551 1 580 1 384.5 1 645 
| а ref о aS 
ПЕНИ д 5 She eee he Sate are 442 445 
Soviete@nion) в ео оо о 9 740 9 939 10 я ь 10 ее : Be 10 ah Е 
ByelorussianSSR ........ 138.1 146.3 a ' 55 } a 
Ukrainian SSRG re eam ис 5 950 5 814 5 360 6 420 5 100 6 000 6 500 
Е Боно бою 14 104 14 473 14958 14 441 
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Eastern Europe 


Output of selected industrial products in eastern Europe and the Soviet Union 1966 to 1970 and 1971 Plan (concluded) 


Product and country 1966 


Vegetable oils (thousand tons) 


Bulgaria™y оо о ос Gale 104.4 
Czechoslovakia™ ......... 114.3 
German Democratic Republic® .. . 199.2 
AUN ZALyo ee ee ees Stn 42.4 
Роза се. Аб 173 
Воава ооо ме еее 206 
Soviet Union ска го 2732 
Byelorussian SSR ........ 25.1 
Ukrainian’'SSRo нь 956.8 
о oes a ee 5 


Fish catch (thousand tons) 


Bulgarians ees ce oes 23.6 
Czechoslovakia еее ен. = 
German Democratic Republic. .. . 156 
Hungarvtt 8 aceite, Gh oe acs са 
Ро а а 300 
Вора еее ге 
Soviet Unions cca ое bee 6 000 
ByelorussianSSR ........ 6.2 
Ukrainian SSRo gage ess) «eae 645.1 
рН" осо о cdot kee. ne wens Ee 


1967 1968 1969 le 
102.7 119.8 137.6 
117.8 128.3 130.0 
190.8 188.8 188.4 
56.6 50.9 . 67.4 и 
176 180 189 196 
256 268 291 283 
3021 3 145 2979 
22.1 23.4 21.3 к 
1013.6 1006.1 938.8 1076 
3921 4081 3982 
39.3 54.8 77.2 
218 229 234 
302 365 367 
6 500 6 784 7091 
7.6 8.2 6.2 
633.9 648.5 678.7 


1970 
Actual 


155.9» 
133.9 
213 
274 
2800 


22.1 
1100 


84 
253 
431 


8 155 


473 


Sources: National statistics, plans and plan-fulfilment reports, and?’ direct 


communication from governments. 
® Hard coal, brown coal and lignite. 
ъ Partly estimated. 
с All mineral fertilizers, in terms of pure contents. 
4 96 per cent. 
е 92 per cent. 


! Of which: synthetic fibres 33.8 thousand tons in 1967; 41.7 thousand tons 


in 1968; 46.9 thousand tons in 1969 and 53.8 in 1970. 
© Excluding narrow gauge. 


h Diesel only. 
i Including buses. 


3 Bicycles and motor-cycles. 


к Million metres. 


1 Industrial production only. 


m Edible oil only. 
n Margarine. 


© Vegetable oil and fat. 


P For human consumption only. 


RECENT ECE PUBLICATIONS 


Recent publications by the ECE secretariat, in addition to the annual Economic Surveys of Europe and 
the trade reviews contained in the Economic Bulletins for Europe, have included: 


Incomes in Postwar Europe: A Study of Policies, Growth and Distribution (Economic Survey of Europe 
in 1965, Part 2) 


Sales No.: 66.П.Е.14 Price: $(US)6.50 Published in 1967 


Macro-economic Models for Planning and Poli¢cy-making 
Sales No.: 67.П.Е.3 Price: $(US)2.50 Published in 1968 


Policies and Means of Promoting Technical Progress 
Sales No.: Е.69.П.Е.7 Price: $(US)2.50 Published in 1969 


Methods of making import/export projections (Economic Bulletin for Europe, 1967, Volume 19, No. 2) 
Sales Мо.: Е.68.П.Е.5 Price: $(US)1.50 Published in 1968 


Note on institutional developments in the foreign trade of the Soviet Union and eastern European countries 

A note on the New Delhi session of UNCTAD and implications for international trade of changes in technology 
and industrial structure (Economic Bulletin for Europe, 1968, Volume 20, No. 1) 

Sales No.: Е.69.П.Е.3 Price: $(US)2.50 Published in 1968 


Economic development in the Byelorussian SSR 

Foreign trade developments in southern European countries (Economic Bulletin for Europe, 1968, Volume 20, 
No. 2) 

Sales No.: Е.69.П.Е.11 Price: $(US)1.00 Published in 1969 


Trade dependence in European countries, 1953 to 1967 
Industrial co-operation as a factor in the growth of east-west European trade 
New uses of steel in the developing countries (Economic Bulletin for Europe, 1969, Volume 21, No. 1) 


Sales No.: Е.70.П.Е.3 Price: $(US)3.00 Published in 1970 

Multi-level planning and decision-making ' 

Sales No.: Е.70.П.Е.2 Price: $(US)3.00 Published in 1970 

Structural trends and prospects in the European economy (Economic Survey of Europe in 1969, Part 19) 

Sales No.: Е.70.П.Е.1 Price: $(US)2.50 Published in 1971 

Long-term planning 

Sales Мо.: Е.71.П.Е.3 Price: $(US)4.00 Published in 1971 

Note on the projection of the matrices of international trade (Economic Bulletin for Europe, 1971, Volume 22, 
No. 1 | 

Sales No. Vesta Price: $(US)3.00 Published in 1971 


The ECE secretariat also publishes regularly: о 
Statistical indicators of short-term economic changes in ECE countries (monthly). Annual subscription 


$16.00, monthly issues $1.50. 
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HOW TO OBTAIN UNITED NATIONS PUBLICATIONS Л 
United Nations publications may Бе cbtained from bookstores and distributors throughout 
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